V  '  ..  V 


A  A 


A  AS 


/”* 

A- 


i  f  ?Qi|  m 

k  ALdw-iVi 


.A 

<  -L 


A 


r-  rs  i  r_  j  T  -*  fn  f\  <*, 
A  A-  i  ^  i“\ *. 


s 


Utopia  Through 
Capitalism 

A  Study  of  the  Possibility  and 
Desirability  of  a  Shorter 
Working  Day. 


By 

ARTHUR  0.  DAHLBERG 

B.  S.,  M.  A. 

Instructor  in  Mechanical  Engineering, 
University  of  Wisconsin. 


Copyright  November,  1927 
By  Arthur  0.  Dahlberg 


To 

Mother  and  Father 


CONTENTS 


Chapter  Page 

Preface  .  15 


I.  The  Nature  of  the  Problem.  ...  19 

II.  Considerations  Involved  in  the 
Determination  of  How  Long 
the  Working  Day  Should  Be.  44 

III.  How  Productive  Efficiency  is 

Influential  in  Determining  the 
Kind  of  Goods  Produced ....  54 

IV.  How  Accumulated  Capital  In¬ 

vests  Itself  in  the  Production 
of  New  Wants .  70 

V.  How  Accumulated  Capital  Can 
Profitably  Invest  in  Excess 
Plant  Facilities.  (This  Ex¬ 
planation  Involves  a  New 
Theory  of  Value)  .  86 

VI.  How  the  Industrial  Situation 
During  the  War  Years  Show¬ 
ed  Desirability  and  Possibility 
of  a  Shorter  Working  Day. .  .  122 
[5] 


6 


Contents 


Chapter  Page 

VII.  How  Waste  of  Industrial 
Method  Results  from  the  Re¬ 
tention  of  a  Long  Working 
Day .  139 

VIII.  The  Effect  of  a  Shorter  Day  on 
the  Worker’s  Attitude  To¬ 
ward  his  Job  and  Employer.  .  150 

IX.  The  Relation  of  Long  Working 
Hours  to  Our  Materialistic 
Standards .  160 


FOREWORD 


IT  WAS  not  my  original  intention  to  print 
this  book  as  here  presented.  It  is  here 
prematurely  printed  and  consequently  in¬ 
complete.  Even  though  I  realize  the  inad¬ 
visability,  as  a  general  rule,  of  premature 
printing,  I  have,  for  personal  reasons,  deemed 
it  advisable  to  print  this  small  limited  edition. 
Moreover,  it  is  possible  that  I  may  not  be  able 
to  finish  the  manuscript  for  years,  and  so  this 
limited  edition  will,  in  the  meantime,  serve  to 
insure  against  its  loss. 

I  should  like  to  say  something  about  the 
history  of  the  economic  relationship  which 
forms  the  main  idea  in  this  book.  The  rela¬ 
tionship,  first  of  all,  is  this:  that  the  economic 
and  social  nature  of  consumption  goods  change 
when  invention  makes  available  more  labor 
than  is  urgently  demanded  by  ready  capital 
— that  consumption  goods  must  then  he 
forced  upon  the  people  who  have  the  pur¬ 
chasing  power,  since  they  already  have  their 
spontaneous  needs  satisfied — ,  and  that  this 
change  necessarily  brings  in  its  wake  our 
present  day  artificial  stabilization  of  supply 
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and  demand — an  artificial  stabilization  which 
we  can  see  daily, — on  the  supply  side, — in  plant 
shutdowns,  in  plant  duplication,  in  foreign 
investments,  in  excess  domestic  investment 
(“goodwill”),  in  strikes,  and  in  opposition  to 
standardization;  and, — on  the  demand  side, — 
in  advertising  and  lavish  consumption.  It 
seems  to  me  that  it  is  the  constant  oversight 
of  this  relationship  which  is  responsible  for 
our  present  day  poor  distribution  amidst  me¬ 
chanical  slaves.  A  consideration  of  this  re¬ 
lationship  forms  the  backbone  of  this  book. 
It  was  the  root  from  which  the  other  ideas, 
(which  I  have  considered,)  grew  when  I  per¬ 
sistently  reviewed  it,  followed  out  its  ramifi¬ 
cations,  and  sought  to  check  it  against  cur¬ 
rent  economic  teaching. 

The  above  relationship  I  first  hypothe¬ 
cated  in  1920  when  I  began  contemplating 
the  social  significance  of  engineering.  For 
two  years  I  revolved  the  idea  in  my  mind  while 
I  was  teaching  engineering  at  the  University 
of  Wisconsin.  In  1923,  after  leaving  the  uni¬ 
versity,  I  made  my  first  book  outline  of  the 
idea.  But  caution  and  timidity  held  me  then. 
My  scattered  reading  had  by  that  time  let  me 
peer  into  many  fields  about  which  I  knew 
nothing,  and  yet  which  I  felt  contained  ideas 
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so  relevant  to  my  main  idea  that  disregard  of 
them  might  dynamite  my  whole  hypothesis. 
While  my  hypothesis  did  grow  out  of  reflec¬ 
tions  over  experience  and  observation,  I  felt 
that  it  needed  the  backing  of  data,  as  well  as 
a  careful  analysis  in  the  light  of  current  eco¬ 
nomic  teachings.  There  was  nothing  to  do 
but  to  investigate  both.  And  so  I  returned 
to  the  university  determined  to  work  for  a 
doctor’s  degree  in  economics,  in  that  field, 
which  had  the  most  direct  bearing  on  my  sub¬ 
ject.  If  there  existed  dynamite  for  my  hypo¬ 
thesis,  or  theoretical  confirmation  for  it,  surely 
I  would  find  it  there.  F or  two  years  I  exam¬ 
ined  data  and  listened  to  explanations  and 
theories.  And,  as  I  interpreted  it  all,  I  found 
no  data,  which  did  not  substantiate  my  hypo¬ 
thesis,  and  no  collection  of  theories  which,  to 
me,  adequately  explained  the  workings  of  our 
present  day  economic  system.  In  the  summer 
of  1926  I  wrote  all  of  what  is  here  printed  ex¬ 
cept  this  foreword  and  the  discussion  of  “good¬ 
will”  in  Chapter  Five.  Then  for  various  rea¬ 
sons  I  did  very  little  on  the  manuscript  for  a 
year.  However,  I  hope  soon  to  begin  it 
again.  Among  the  new  chapters  which  I  am 
planning  to  write  is  one  on  “The  problem  of 
leisure”;  one  on  “The  results  of  leisure”;  one 
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on  how  a  long  working  day  necessitates  our 
large  foreign  investments,  and  indirectly  our 
economic  imperialism;  one  chapter  on  “The 
Tactics  for  securing  the  shorter  day”, — show¬ 
ing  how  it  is  to  the  advantage  in  dollars  and 
cents  of  the  most  efficient  producer  in  each  com¬ 
petitive  industry  to  shorten  the  working  day; 
one  chapter  on  economic  theory;  one  on  the 
shorter  working  day’s  effect  on  the  social  struc¬ 
ture;  and  then  a  comprehensive  chart,  an  iso¬ 
metric  drawing,  in  which  I  hope  to  show  dia- 
grammatically  the  economic  thread  running 
through  the  thesis. 

I  realize  full  well  how  presumptuous  it 
must  seem  for  one  to  write  about  a  practical 
road  to  Utopia.  To  try  to  do  that  which 
Plato,  Aristotle,  Owen,  Fourier,  Kropotkin, 
Bellamy,  Helnry  George,  and  others  at¬ 
tempted  to  do  must  seem  foolhardy  indeed. 
But  for  years  all  the  data  which  I  have  seen 
that  has  related  to  our  social  system  has  been 
piling  up  before  my  eyes  what  to  me  seems 
like  full  proof  of  my  contention,  and  I  sim¬ 
ply  had  to  write  it  down. 

But  what  do  I  mean  by  “Utopia  Through 
Capitalism.”  I  must  define  my  terms. 
Utopia,  I  regard  as  that  social  structure 
which  automatically  makes  that  social  group, 
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which  is  both  actuated  by  love  and  equipped 
with  modern  knowledge,  the  most  influential 
source  of  social  control.  It  seems  to  me 
that  today  Wealth  is  in  the  saddle,  that  it’s 
voice  is  loudest  in  the  molding  of  our  legis¬ 
lation,  politics,  schools,  press  and  standards. 
The  Social  Elite — they  who  have  information 
plus  good  intentions — seem  to  me  to  have  the 
next  largest  influence.  It  is  they  who  do  the 
fighting  for  minimum  wage  laws,  child  labor 
laws,  and  for  honesty  in  government.  The 
Church,  with  its  ignorance  and  impotant 
good  intentions,  seems  to  me  to  be  third  in  in¬ 
fluence.  This  book  aims  to  show  how  organ¬ 
ized  Wealth  can  be  unhorsed  and  made  even 
less  influential  than  the  Church,  while  the 
Elite  are  taking  over  Wealth’s  place  of  lead¬ 
ership  in  society. 

“Capitalism”  I  regard  as  that  order  of  so¬ 
ciety  in  which  the  State  enforces  contract, 
and  in  which  the  lure  of  profit  is  relied  upon 
for  the  innovation  and  production  of  all  of 
our  wants.  Capitalism  has  always  taken, 
and  received,  credit  for  the  shorter  working 
day  which  has  come  about  in  the  last  century. 
The  reduction  in  hours  has  been,  and  is,  attri¬ 
buted  to  the  efficiency  of  Capitalism,  and  it 
is  the  vogue  today  to  predict  a  further  reduc- 
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tion  in  working  hours  as  industrial  efficiency 
is  further  increased.  The  reduction  of 
working  hours  both  for  the  sake  of,  and  be¬ 
cause  of,  efficiency  is  thus  a  tenet  of  Capital¬ 
ism. 

This  book  aims  to  show  how  a  drastic  cut 
in  working  hours  would  greatly  increase  our 
national  productivity,  paradoxical  as  that 
may  seem.  It  also  aims  to  show  how  the 
mere  shortening  of  the  working  day  will 
work  to  make  the  socially  elite  the  dominant 
source  of  social  control;  how  the  upper  hand 
in  bargaining  will  pass  from  Capital  to 
Labor, — how  Capital  will  bid  more  intensely 
for  laborers  than  laborers  for  jobs;  all  this  to 
occur  under  the  very  profits  system  which  we 
have  in  use  in  the  United  States  today.  Not 
only  that,  but  it  aims  to  show  how  it  will  be 
the  lure  of  profits,  held  out  to  certain  manu¬ 
facturers  in  the  various  industries,  which  will 
induce  them  to  take  the  lead  in  fighting  for 
and  bringing  about  the  shorter  working  day. 
A  shorter  working  day  would  no  doubt  be 
favored  by  the  working  classes  and  the  so- 
called  Liberals.  But  I  doubt  that  they  alone 
could  legislate  a  shorter  working  day  into  ex¬ 
istence.  I  aim  to  show  how  certain  power¬ 
ful  manufacturers,  lured  on  by  bigger  prof- 
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its,  will  be  the  prime  movers  of  the  move¬ 
ment. 

When  Labor  has  the  upper  hand  in  bar¬ 
gaining;  when  Labor  is  freed  from  the  eco¬ 
nomic  fear  of  dismissal,  and  of  aligning  itself 
with  well-meaning  social  servants;  when 
Wealth  is  deprived  of  the  funds  which  enable 
it  to  corrupt  government  and  disseminate  con¬ 
clusions  unsupported  by  facts;  when  Wealth 
no  longer  obstructs  the  dissemination  of 
knowledge  by  the  Social  Elite  in  the  schools, 
in  the  press,  in  the  church,  and  in  the  legisla¬ 
ture,  political  democracy  of  a  high  order  will 
be  here. 

Arthur  O.  Dahlberg. 

Madison,  Wisconsin, 

September,  1927. 


PREFACE 


THIS  book  is  a  study  of  the  relation  of 
industrial  production  as  such  to  our 
organic  needs  and  behavior.  It  is 
some  years  ago  now  since  my  view  began  to 
take  form  that  perhaps  productive  capacity 
is  not  today  a  very  serious  limiting  factor 
in  the  improvement  of  social  conditions,  (as 
is  so  often  explicity  or  implicity  main¬ 
tained),  along  with  the  view  that  great  pro¬ 
ductive  capacity  can  even  be  an  impediment 
to  social  improvement — that  much  depends 
on  the  character  of  the  goods  produced,  on 
the  opportuneness  with  which  they  are  pro¬ 
duced,  and  on  how  well  productive  capacity 
is  coordinated  with  the  purchasing  power  of 
the  producers  themselves. 

During  the  past  one  hundred  and  fifty 
years  our  productive  capacity  has  increased 
at  a  baffling  rate,  and  yet  the  cold  facts  of  our 
society  reveal  that,  on  the  whole,  the  masses  of 
our  people  have  few  corresponding  benefits — 
few  benefits  which  in  a  rough  degree  balance 
the  productive  capacity  of  our  age.  There  has 
seemed  to  be  a  reversing  mechanism  within 
the  economic  machine  itself  which  has  auto¬ 
matically  dissipated  the  major  part  of  what 
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machinery  has  made  possible  for  our  world. 
It  was  the  design  and  operation  of  this  me¬ 
chanism  which  I  sought,  and  which  I  now  be¬ 
lieve  I  have  found.  Its  description  and  re¬ 
design  forms  the  backbone  of  this  thesis.  Its 
re-design  and  re-adjustment  involves  no  sub¬ 
stitution  of  Socialism,  Communism,  or  other 
economic  machine,  but  merely  an  intelligent 
understanding  and  adjustment  of  the  Capi¬ 
talistic  one  which  we  so  crudely  operate. 

When,  in  the  course  of  my  studying,  one 
fact  and  relationship  after  another  left  its 
impress,  the  theory  was  left  with  me  that  it 
was  our  failure  to  shorten  the  length  of  the 
working  day,  in  harmony  with  other  shift  - 
ings  and  changes  in  society,  which  caused  the 
reversing  of  our  industrial  mechanism,  that 
it  was  this  failure  which  caused  certain  so¬ 
cial  and  economic  disturbances  which  in  their 
turn  dissipated  and  perverted  our  produc¬ 
tive  capacities.  I  came  to  see  our  failure  to 
shorten  the  length  of  the  working  day  as  the 
major  cause  of  our  inefficiency  of  production 
and  waste  in  consumption.  The  more  I 
thought  and  read,  the  more  I  became  con¬ 
vinced.  Whenever  a  fact  or  relationship 
from  political  economy  presented  itself,  I 
weighed  my  theory  by  it,  and  all  the  evidence 
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seemed  to  confirm  it.  In  the  following 
pages  I  have  sought  to  present  some  of  the 
substantiating  evidence  which,  in  the  course 
of  the  past  few  years,  I  have  accumulated. 
This  paper,  thus,  is  not  the  result  of  a  new 
sally  into  primary  sources  of  data,  but  rather 
an  attempt  at  explaining  and  evaluating 
data  already  available.  It  seems  to  me  that 
we  should  not  be  so  wedded  to  the  spirit  of 
research  that  we  never  stop  to  draw  conclu¬ 
sions.  Conclusions  and  criticism  must  be 
made  if  old  data  is  to  be  of  any  value,  and  if 
new  excursions  into  fact  are  to  have  direc¬ 
tion. 

It  was  with  a  certain  timidity  that  I  began 
this  thesis.  The  almost  unrespected  view, 
that  the  failure  to  shorten  the  length  of  the 
working  day  is  the  cause  of  low  wages,  is  by 
no  means  original  with  me,  but  that  this  fail¬ 
ure  is  the  primary  cause  of  our  wasteful  pro¬ 
duction,  our  lack  of  competition  in  industry, 
our  large  consumption  of  luxuries  and  super¬ 
fluities,  our  poor  distribution  of  wealth,  our 
economic  imperialism,  and  of  our  commer- 
cialistic  and  materialistic  standards,  is,  as  far 
as  I  know,  a  new  view  in  political  economy. 
The  very  inclusiveness  of  the  proposition  bid 
me  hesitate.  On  the  other  hand,  the  clean 
dove-tailing  of  the  relationships  involved,  and 
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their  splendid,  agreement  with  the  facts  of 
our  industrial  situation  forced  me  to  proceed. 

The  first  chapter  is  of  a  general  nature. 
In  it  I  aim  to  present  a  bird’s  eye  view  of  the 
body  of  the  thesis.  No  tables  or  substantiat¬ 
ing  data  is  given  in  this  chapter,  simply  a  se¬ 
ries  of  social  and  economic  relationships. 
The  chapter  will  appear  to  be  nothing  but 
dangerous  deduction,  and  the  reader  will  na¬ 
turally  be  skeptical  in  accepting  it.  How¬ 
ever,  I  have  thought  that  this  general  ap¬ 
proach  is  necessary,  because  the  thesis  is  of 
such  a  novel  and  involved  nature,  that  the 
reader  must  be  oriented  into  a  new  orbit,  if 
he  is  to  see  the  meaning  of  the  data  pre¬ 
sented.  Were  he  to  check  each  idea  by  it¬ 
self  against  his  present  theories  on  the  work¬ 
ings  of  our  economic  machinery,  each  idea 
would  no  doubt  seem  sterile  to  him.  He 
must  weigh  and  judge  all  the  ideas  in  their 
unity,  in  their  relation  to  the  facts  of  our 
world  as  it  is,  and  not  in  their  relation  to  clas¬ 
sical  economic  compartments  of  thought. 
After  the  general  statement  in  Chapter  One, 
the  succeeding  chapters  proceed,  with  statis¬ 
tical  induction  going  hand  in  hand  with  logi¬ 
cal  deduction,  to  give  the  substantiating  evi¬ 
dence  for  my  thesis. 

Arthur  O.  Dahlberg. 


Utopia  Through  Capitalism 


Chapter  One 

The  Nature  of  the  Problem. 

IT  IS  the  main  purpose  of  this  book  to 
consider  how  extensively  our  inaction  in 
not  periodically  shortening  the  length  of 
the  working  day  while  the  effectiveness  of  labor 
was  being  increased,  (or  rather,  how  our  re¬ 
tention  of  a  working  day  which  was  far  longer 
than  was  necessary  for  the  production  of  our 
spontaneous  wants)  has  tended  to  drive  us 
into  the  production  of  superfluities,  and  into 
the  formation  of  materialistic  social  stand¬ 
ards;  also  to  consider  how  extensively  this 
failure,  by  operating  to  cause  the  supply  of 
labor  to  outrun  the  demand  for  it,  has  tended 
to  drive  us  into  a  poor  distribution  of  wealth ; 
to  consider  how  extensively  it  has  vitiated  the 
possible  productive  efficiency  of  our  capital¬ 
istic  system  of  society,  and  furthermore  to 
consider  to  what  extent  the  consequent  de¬ 
nial  of  leisure  has  tended  to  keep  us  in  an 
ignorance  which  prevents  us  from  solving  the 
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myriad  problems  which  a  liberating  science 
has  set  before  us. 

The  length  of  the  working  day  has  been 
shortened  somewhat  during  the  past  century, 
hut  it  was  a  shortening  which  left  productive 
capacity  about  as  great  as  ever.  Investiga¬ 
tions  have  shown  that  Labor  actually  pro¬ 
duces  about  as  much  in  eight  hours  as  in 
twelve,  so  the  shortening  was  obviously  not 
one  which  was  adjusted  to,  or  at  the  expense 
of,  productive  capacity. 

This  book  does  not  aim  to  consider  the 
effects  of  the  length  of  the  working  day  on 
our  national  productivity  by  considering  its 
effect  on  the  fatigue  of  the  worker,  but 
rather  it  aims  to  consider  how  it  affects  con¬ 
sumption  by  necessitating  the  introduction  of 
new  kinds  of  consumption  goods  whenever 
the  older  goods  are  more  efficiently  pro¬ 
duced,  and  how  this  result  causes  economic 
disturbances  which  decrease  our  productive 
capacities. 

All  too  frequently  in  the  past  have  eco¬ 
nomic  writers  confused  our  national  produc¬ 
tivity  with  our  productive  capacities.  The 
two  are  very  different.  Productivity  is  what 
we  actually  do  produce — productive  capa¬ 
city  is  what  we  have  men  and  facilities  for 
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producing.  In  their  confusion  they  have 
generally  assumed  that  a  smaller  productivity 
would  result  from  shorter  working  hours,  and 
that  the  shortening  of  the  working  day  which 
has  already  taken  place  has  been  at  the  ex¬ 
pense  of  productivity.  Every  engineer  at 
least  knows  that  our  productivity  is  today  far 
less  than  our  productive  capacities.  It  is  the 
purpose  of  this  paper  to  show  how  our  reten¬ 
tion  of  a  long  working  day,  under  a  system  of 
price  economics,  keeps  our  productivity  far 
below  our  productive  capacities,  how  the  long 
working  day  brings  about  economic  relation¬ 
ships  which  snuff  out  more  productive  capac¬ 
ity  than  can  be  released  in  a  few  additional 
hours  of  impeded  activity.  Writers  on  eco¬ 
nomics  in  the  past  have  failed  to  consider  how 
the  goods  which  we  produce  are  different  in 
their  natural  appeal — in  the  spontaneity  with 
which  the  purchaser  demands  them — and  how 
this  difference  has  brought  on  far  reaching 
economic  effects. 

It  will  be  shown  how  retaining  a  long  work¬ 
ing  day  in  order  to  get  more  output  is  like 
overly  enriching  the  gas  mixture  in  the  auto¬ 
mobile  carburetor.  In  an  effort  to  get  more 
output  from  the  motor,  disturbances  are  in¬ 
troduced  which  snuff  out  more  power  capac- 
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ity  than  can  be  developed  in  additional  hours 
of  operation.  By  overly  enriching  the  gas 
mixture  of  working  hours  in  our  society  we  in¬ 
troduce  economic  disturbances  which  destroy 
more  productive  capacity  than  can  be  compen¬ 
sated  for  by  longer  activity.  During  the 
world  war,  as  a  later  chapter  brings  out, 
the  United  States  released  from  useful  eco¬ 
nomic  activity  one  fourth  of  its  working  force, 
an  action  which  was  the  economic  equivalent 
of  shortening  the  working  day;  in  addition 
Labor  loafed  so  that  it  had  but  60%  of  its  pre¬ 
war  efficiency,  and  yet,  by  an  index  built  upon 
a  consideration  of  90  staple  commodities,  the 
country  produced  20%  more  goods  than  it  did 
before  the  war.  Having  fewer  hours  of  labor, 
which  was  the  same  as  having  a  shorter  work¬ 
ing  day,  released  at  that  time  productive  ca¬ 
pacities  which  more  than  compensated  for 
Labor’s  loafing  and  the  absence  of  millions  of 
war  workers.  This  thesis  does  not  dismiss 
this  economic  situation  during  the  war  pe¬ 
riod  with  the  comment  that  it  was  “abnor¬ 
mal,  as  is  so  often  done,  but  does  explain 
just  how  and  why  the  results  of  the  time  were 
possible  and  normal. 

At  the  very  outset  it  is  well  to  bear  in  mind 
a  few  conditions  pertaining  to  our  collective 
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industrial  life.  Among  them  are  these:  On 
the  whole,  we  must  all  work  to  live.  On  the 
average  we  daily  labor  and  have  labored  for 
that  number  of  working  hours  which  has  in¬ 
sured  our  greatest  bodily  efficiency.  In  the 
past  this  number,  which  we  now  know  to  be 
about  eight,  was  ignorantly  thought  to  be 
about  twelve  or  thirteen.  The  fact  remains 
that  we  have  maintained  our  human  exer¬ 
tions  at  a  maximum  during  all  the  while  that 
labor  saving  machinery  was  being  intro¬ 
duced.  With  the  introduction  of  machinery, 
the  number  of  labor-hours  or  man-days  re¬ 
quired  for  the  production  of  those  necessary 
goods  like  food,  shelter,  and  clothing,  which 
we  spontaneously  desire  and  demand,  has 
rapidly  decreased.  As  a  result,  an  ever  in¬ 
creasing  part  of  the  practically  constant 
amount  of  expended  labor  energy  was 
forced  into  the  production  of  less  necessary 
goods,  goods  for  which  demand  must  first  be 
created.  The  far  reaching  effects  of  such 
an  industrial  situation  is  the  heart  and  core 
of  this  book.  When  the  working  day  is  kept 
constant,  workers  must  make  superflu¬ 
ities  when  the  demand,  that  is,  the  effective 
demand,  for  necessities  is  satisfied,  that  is, 
when  the  profitable  quantity  of  necessities 


24 


Chapter  One 


has  been  produced.  If  ten  cobblers,  who 
regularly  work  from  morning  till  night,  are 
given  mechanical  equipment  which  permits 
five  of  them  to  make  what  ten  had  made  be¬ 
fore,  then  five  cobblers  are  forced  to  make 
other  products,  perhaps  shoe  styles  or  lace 
stockings. 

It  is  always  well  to  search  for  the  economic 
motive  when  Man  behaves  in  ways  incongru¬ 
ous  with  his  nature.  When  all  women  dislike 
shoes  with  paper-like  soles,  and  are  conscious 
of  that  dislike,  yet  find  themselves  bending 
the  knee  and  buying  them,  it  is  not  likely  that 
convention  imitation  can  entirely  account  for 
the  phenomena.  It  is  largely  the  purpose  of 
this  paper  to  inquire  into  the  strength  of  the 
economic  factor  involved,  and  to  show  that  it 
is  hopelessly  difficult  to  stop  the  production 
of  luxuries  by  preaching  thrift  or  by  philo¬ 
sophical  argument,  when  producers  must 
produce  those  luxuries  or  starve.  Even 
when  Man  is  armed  with  Christian  ideals  he 
has  little  chance  of  individually  withstanding 
the  economic  motive.  For  several  hundred 
years,  ever  since  the  rise  of  capitalism,  the 
sword,  of  selfishness  has  shattered  the  shield 
of  self  denial,  and  we  can  expect  no  different 
result  today.  Social  arrangements  must 
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hog-tie  selfishness,  because  individual  in¬ 
sistence  can  not  stand  up  against  it. 

We  live  in  a  society  which  does  not  ra¬ 
tionally  organize  itself  to  satisfy  its  own 
needs,  but  one  which  hopes  to  have  them  indi¬ 
rectly  satisfied  by  permitting  private  indi¬ 
viduals  the  opportunity  of  making  profit  in 
any  activity  which  looks  attractive  to  them. 
Of  course  some  checks  and  modifications  have 
been  introduced,  but,  on  the  whole,  this  is  the 
system  utilized.  Society  is  satisfied  to  have 
the  selection  and  production  of  wants  merely 
a  by-product  of  the  production  of  profit.  In 
the  past  this  system  has  worked  fairly  well, 
and  it  was  thought,  and  it  is  still  thought, 
that  by  simply  placing  fences  here  and  there 
around  private  undertakings  society  can  ob¬ 
tain  the  activity  that  it  wants.  It  is  gener¬ 
ally  believed  that  the  direction  of  industry 
will,  in  the  main,  stay  in  socially  desirable 
channels,  and  that  if,  occasionally  it  should 
wander  in  the  direction  of  vice  and  crime,  so¬ 
ciety  can  call  in  the  Federal  Trade  Commis¬ 
sion  or  the  Board  of  Censors.  Of  course  we 
never  think  of  checking  the  production  of  dia¬ 
mond  rings  or  clock  socks,  it  being  generally 
believed  that  whatever  sells  is  socially  desir¬ 
able.  All  manner  of  products  thus  receive 
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the  social  blessing.  In  the  past  this  view  and 
the  policy  growing  out  of  it,  has  had  far  dif¬ 
ferent  social  and  economic  consequences  than 
it  has  today. 

A  century  ago,  perhaps  four  fifths  of  all 
productive  effort  went  into  the  making  of 
necessities,  goods  which  Man’s  organic  needs 
required  him  to  buy.  Today  the  production 
of  these  goods  requires  but  a  fraction  of  his 
effort.  But,  while  this  is  true,  the  retention 
of  the  long  working  day  forces  him  to  make 
more  goods  than  these.  And  so,  in  the  re¬ 
mainder  of  his  working  time,  Man  must  pro¬ 
duce  goods  which  presumably  reflect  his 
spiritual  wants,  goods  which  presumably 
minister  to  the  development  and  expression 
of  his  personality. 

The  production  and  consumption  of  physi¬ 
cal  goods  has  thus  come  minister  to  and 
impinge  upon  a  different  kind  of  human 
need.  Formerly  the  goods  produced  and 
consumed  reflected,  in  the  main,  Man’s  at¬ 
tempt  to  survive  in  his  physical  environment. 
Now  they  mainly  reflect  his  attempt  to  adapt 
himself  to  his  social  environment.  The  kind 
of  physical  goods  produced  thus  comes  to  be 
more  than  an  economic  problem  of  wealth 
creation,  it  becomes  a  social  problem  of  hu- 
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man  relations,  for,  by  its  vital  impingement 
on  Man  as  a  social  being,  it  comes  to  involve 
all  manner  of  social  relationships.  It  is  very 
largely  because  we  have  divorced  ourselves 
from  a  consideration  of  Man’s  reactions  to 
the  different  kinds  of  goods  produced,  and 
especially  because  we  have  jailed  to  consider 
the  different  hinds  of  goods  in  relation  to  the 
spontaneity  of  Mans  demands  for  them  that 
we  have  failed  to  evolve  a  political  economy 
which  makes  possible  a  standard  of  living 
commensurate  with  our  technical  capacities. 
We  have  tried  to  cast  our  treatment  of  the 
production  of  bread  and  of  the  production  of 
diamonds  into  a  common  mold.  It  is  today 
imperative  that  we  consider  what  effect  the 
production  of  different  kinds  of  physical 
goods,  some  of  which  serve  as  casually  want¬ 
ed  psychic  food  and  some  of  which  serve  as 
imperatively  wanted  bodily  food,  have  on 
the  whole  social  and  economic  order,  as  well 
as  to  consider  their  effect  on,  and  relation  to, 
the  stimuli  which  call  them  into  being. 

Although  the  selfishness  of  the  profits  mo¬ 
tive  seems  to  be,  under  our  present  order,  the 
only  feasible  spur  to  the  necessary  activity, 
yet  it  can  not  very  well  appear  to  the  sociolo¬ 
gist  that  selfishness  is  a  wholly  satisfactory 
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incentive  to  the  production  of  all  our  various 
kinds  of  consumption  goods.  Laissez-faire 
production  is  likely  to  produce  socially  desir¬ 
able  goods  when  it  attempts  to  satisfy  our 
bodily  needs,  but  not  so  when  it  attempts  to 
satisfy  our  psychic  needs.  The  first  needs 
are  prescribed  by  nature,  they  remain  the 
same  regardless  of  the  motive  to  activity 
which  seeks  to  satisfy  them,  hut  the  latter 
needs  are  man-made,  they  are  subject  to  cre¬ 
ation,  and  when  selfishness  becomes  the  spur 
to  this  creation,  as  is  necessarily  the  case 
when  selfishness  is  made  to  work  overtime  by 
the  retention  of  a  long  working  day,  then 
these  wants  are  as  apt  to  be  socially  undesir¬ 
able  as  to  be  socially  desirable.  When  self¬ 
ish  producers  have  satisfied  the  demand  for 
necessities,  they  can  find  work  for  them¬ 
selves,  with  which  to  fill  in  their  long  'work¬ 
ing  day  only  by  creating  and  appealing  to 
materialistic  standards — by  stimulating  the 
demand  for  more  physical  goods.  Thus,  by 
not  releasing  the  selfish  producer  from  the 
producing  machine — by  not  shortening  the 
working  day  when  all  the  wood  is  in — we 
force  the  selfishness  of  the  profits  motive  to 
become  both  the  creator  and  satisfier  of  spir¬ 
itual  needs.  Here  lies  the  root  cause  of  our 
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materialistic  civilization.  By  being  in  a  po¬ 
sition  where  lie  must  work  overtime,  and 
where  he  must  determine  what  goods  shall  be 
made  in  this  overtime,  the  selfish  producer 
becomes  the  most  powerful  director  of  all  hu¬ 
man  effort  and  aspiration.  In  self  defence 
he  is  forced  to  direct  these  energies  into  ma¬ 
terialistic  channels — he  is  forced  to  stimulate 
standards  which  stress  the  desirability  of  a 
large  consumption  of  physical  goods.  Our 
long  day,  then,  forces  our  producers  to  lead 
us  into  a  commercial  religion  and  material¬ 
istic  philosophy.  Energetic  salesmen,  im¬ 
pelled  by  selfishness,  determine  the  course  of 
our  spiritual  expression  and  become  the  high 
priests  of  our  religion.  They  impel  us  to 
worship  wants  and  ends  and  methods  which 
very  well  reflect  their  economic  predicament. 
When  selfishness  can  turn  nowhere  else  it 
wraps  our  soap  in  pretty  boxes  and  trys  to 
convince  us  that  that  is  solace  to  our  souls. 
IVhen  hunger  is  satisfied  it  appeals  to  snob¬ 
bery. 

It  is  not,  however,  the  intention  of  this  book 
to  suggest  another  motive  to  activity,  but 
simply  to  show  the  effects  of  permitting  self¬ 
ishness  to  work  so  long  that  it  must  create 
the  demands  which  it  seeks  to  satisfy,  instead 
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of  only  satisfying  those  demands  which  grow 
out  of  our  organic  needs  or  individual 
growth.  The  main  theme  of  this  book  is 
not  that  too  many  are  trying  to  get  a  living 
out  of  what  a  few  do  produce,  but  that  too 
many  are  trying  to  make  a  living  by  working 
at  what  a  few  could  produce.  It  should  also 
be  noticed  that  throughout  this  paper  the 
length  of  the  working  day  is  considered  as  a 
socially  willed  result,  not  as  a  matter  for  in¬ 
dividual  decision.  It  is  regarded  as  a  mat¬ 
ter  to  be  periodically  regulated  and  adjusted 
by  the  State  or  the  group,  in  the  same  man¬ 
ner,  as  is,  say,  the  tariff.  It  is  not  intended 
to  inquire  into  the  effect  of  a  short  working 
day  on  a  particular  plant,  but  rather  the 
effect  resulting  when  the  short  day  exists  as 
a  general  social  situation. 

In  the  past  we  have  neglected  to  consider 
how  the  different  social  reactions  to  the  dif¬ 
ferent  kinds  of  goods  produced  have  reacted 
upon  ecomonic  theory  itself.  Out  in  this  un¬ 
crossed  Sahara  lies  the  answer  to  most  of  the 
perplexities  and  paradoxes  of  our  present 
economic  science.  By  our  oversight  of  the 
effects  of  the  different  social  reactions  to  the 
different  kinds  of  goods,  we  came  to  regard  a 
dollar’s  worth  of  eggs  and  a  dollar’s  worth  of 
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“service”  as  equivalents  in  their  effect  on  the 
economic  order;  we  came  to  regard  the  liv¬ 
eried  footman  and  the  worker  in  overalls,  the 
box  of  rouge  and  the  loaf  of  bread,  as  affect¬ 
ing  the  economic  order  in  the  same  way.1 
We  justified  this  view  on  behavioristic 
grounds,  but  we  did  not  inquire  into  the  eco¬ 
nomic  springs  of  that  behavior.  We  re¬ 
spected  and  tried  to  satisfy  any  economic  de¬ 
mand  in  evidence,  but  we  did  not  treat  of  the 
economic  stimuli  determining  these  demands. 
It  was  enough  for  us  that  a  demand  for  su¬ 
perfluities  existed.  We  attributed  it  to 
Man’s  nature  and  inquired  no  further  into  it. 

We  have  abstracted  from  our  work-a-day 
world  a  consideration  of  what  might  be  most 
socially  desirable,  and  have  made  of  produc¬ 
tion  and  distribution  an  end  and  a  world  in 
itself.  We  have  constructed  a  machine  out 
of  interest,  wages,  rent,  and  profit.  Self  in¬ 
terest  is  the  steam  in  the  boiler.  This  ma¬ 
chine  begins  turning  out  food,  shelter,  and 
clothing,  but  when  all  of  these  have  been 
turned  out,  and  diamonds  and  pearls  and 

1  In  the  subjective  Austrian  analysis  the  effects  of  the 
different  individual  reactions  to  the  different  kinds  of  con¬ 
sumption  goods  was  considered,  but  the  different  social  re¬ 
actions  were  not.  Just  how  this  oversight  vitiates  the 
Austrian  treatment  of  the  all-important  concept  of  value 
is  discussed  in  a  later  chapter. 
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platinum  rings  flow  out  of  the  spout,  we  do 
not  slow  down  the  machine,  but  keep  the 
whole  force  firing  the  boiler  all  day  long.  If 
a  workman  increases  the  efficiency  of  the  unit 
turning  out  food,  more  men  are  then  “re¬ 
leased  for  other  productive  work”  and  shift 
to  new  diamond  units.  As  economists  we 
worship  production  and  will  not  bank  the 
fires  if  nine-tenths  of  the  units  are  turning 
out  luxury.  As  sociologists  we  fuss  over  the 
distortion  of  values  and  behavior  which  dia- 
mondized  fingers  cause  among  the  kneaders 
of  bread,  but  we  never  take  a  peek  at  the 
boiler  room  to  see  whether  the  reading  of  the 
steam  gauge  is  not  too  high;  we  have  shied 
away  from  the  “economist’s  field”  and  con¬ 
sequently  do  not  see  many  causes  of  the  evils 
which  we  seek  to  ameliorate.  Between  the 
focus  of  our  two  concerns  the  problem,  con¬ 
sidered  in  this  thesis,  of  adapting  our  every¬ 
day  work,  to  our  needs,  to  our  productive  ca¬ 
pacities  and  to  our  leisure  is  overlooked. 

No  view,  either  explicitly  stated  or  im¬ 
plied,  touching  on  production,  is  more  cur¬ 
rent  among  us  than  that  there  is  an  endless 
amount  of  work  yet  to  be  done  to  consume 
the  activities  of  those  men  who  are  displaced 
by  machinery,  (although  no  concern  is  more 
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overlooked  than  the  consideration  of  what 
our  price  economics  forces  the  new  kind  of 
work  to  be.)  Everywhere  it  is  glibly  as¬ 
sumed  that  displaced  workers  can  float  into 
other  useful  activity.  No  comment  is  more 
generally  made,  especially  when  low  wages 
in  a  particular  industry  are  being  discussed, 
than  that  the  industry  is  overmanned.  But 
no  mention  is  ever  made  of  the  particular  in¬ 
dustry  to  which  the  men  involved  should 
turn.  How  often  we  hear  that  there  are 
“Too  many  men  in  the  coal  industry,”  or  that 
“Too  many  farmers  are  trying  to  make  a  liv¬ 
ing  on  the  farms.”  Always  it  is  inferred 
that  these  men  should  shift  to  other  work. 
But  to  what  wTork,  and  where? 

The  writer  is  conversant  with  the  general 
belief  that  demand  can  never  be  less  than  sup¬ 
ply — that  production  creates  its  own  demand 
— and  that  this  will  provide  the  new  activity. 
This  will  be  discussed  later  at  some  length, 
but,  for  the  present,  it  is  just  desired  to  re¬ 
mark  that  this  belief  proceeds  on  the  maxim 
that  human  wants  are  insatiable.  The  max¬ 
im  is  no  doubt  true,  but  one  must  remember 
that  human  wants  are  today  mostly  man¬ 
made  and  not  spontaneous,  and  that  this  re¬ 
sults  in  the  need  for  a  far  different  kind  of 
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economic  and  social  approach  and  strategy. 
John  Stuart  Mill  taught  that  generally,  (to 
take  his  example)  when  machinery  displaced 
a  printer,  more  pressmen  were  needed.  This 
was  true;  but,  today,  when  machinery  per¬ 
mits  even  pressmen  to  be  displaced,  then 
footmen,  advertisers,  manicurists,  and  life- 
insurance  agents  spring  into  being,  workers 
who  are  not  needed  or  spontaneously  wanted, 
but  who  must  themselves  create  the  demand 
which  they  seek  to  satisfy.  This  is  a  result 
with  a  far  different  social  portent,  for  work¬ 
ers  of  this  type  play  a  new  and  far  different 
role  in  society — they  serve  to  dilute  Labor's 
bargaining  power  in  the  wages  market. 
Even  today  a  new  demand  can  and  will  swal¬ 
low  the  efforts  of  men  displaced  by  machin¬ 
ery,  but  today  the  appetite  for  the  new  good 
must  first  be  created,  and  this  results  in  a 
continuous  lag  of  demand  for  Labor  on  the 
supply  of  it — a  lag  which  permanently  un¬ 
dermines  Labor's  bargaining  power,  the  re¬ 
sults  of  which  we  objectively  observe  in  low 
wages  and  unemployment.  If  human  na¬ 
ture  were  such  that  it  demanded  its  “higher” 
wants  as  spontaneously  and  imperatively  as 
it  demands  its  basic  necessities,  if  it  demand- 
fid  its  yachts  and  silk  shirts  and  new  styles  as 
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spontaneously  as  it  demands  its  milk  and 
meat,  then  the  historical  view  that  demand 
must  always  equal  supply  could  be  accepted 
without  modification.  The  “economic  man” 
demands  all  goods  in  this  way,  but  he  is  not 
like  the  rest  of  us. 

Displaced  Labor,  forced  as  it  is  to  create 
new  wants  as  fast  as  it  is  displaced,  always 
experiences,  j  (in  addition  ;to  those  workers 
who  are  engaged  in  fantastic  occupations  and 
who  always  stand  ready  to  compete  for  low 
wages,)  a  residuum  of  unemployed  which 
raises  havoc  with  its  bargaining  power,  and 
causes  it  to  experience  lower  wages  than  if 
all  of  its  working  time  were  used  in  satisfy¬ 
ing  the  urgent  human  wants,  (wants  which 
would  remain  even  though  all  artificial  stim¬ 
ulation  were  removed),  or  those  other  wants 
which  result  spontaneously1  from  the  inter¬ 
nal  forces  at  work  in  an  evolving  society. 
The  decreased  bargaining  power  results  in 
the  upper  income  groups  being  favored  in 
distribution — more  money  going  to  profits 
and  surplus.  When  this  occurs,  it  is  the 
wants,  spontaneous  or  artificially  stimulated, 
of  the  upper  income  groups  which  determine 
the  course  of  the  new  production.1  Cadil¬ 
lacs  are  produced  for  the  rich  before  bath 
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tubs  for  the  poor.  Labor’s  wants  will  never 
determine  the  course  of  the  new  production 
until  it  strengthens  its  bargaining  power  by 
shortening  the  day  to  the  point  where  the  de¬ 
mand  for  labor  is  much  in  excess  of  the  sup¬ 
ply  of  it.  In  the  situation  just  outlined  lies 
the  explanation  of  the  historic  paradox  that 
labor-saving  machinery  has  improved  the  lot 
of  the  worker  very  little,  if  at  all. 

What  is  more,  one  must  remember  that  the 
“enough”  of  necessities  which  is  produced  be¬ 
fore  activity  shifts  to  the  production  of  com¬ 
forts  and  superfluities,  is  really  not  enough 
to  satisfy  human  needs,  but  just  not  enough 
to  satisfy  them.  Entirely  to  satisfy  the  need 
for  necessities  would  make  necessities  of  too 
little  value  in  the  market,  and  of  course  this 
result  is  not  permitted  under  a  profits  sys¬ 
tem.  We  can  not,  by  the  very  nature  of  our 
society,  satisfy  the  craving  for  food  before 
we  turn  to  the  production  of  luxury.  Indus¬ 
try  feeds  the  hungry  man  bread,  but  while  his 
stomach  still  twitches,  it  takes  the  plate  away 
and  gives  him  “service”  with  his  meals. 
Thus  “effective  demand”  does  not  call  out 
the  right  goods,  nor  call  them  out  in  the  or¬ 
der  of  their  urgency.  We  should  consider 
consumption,  then,  as  a  starting  point  as  be- 
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ing  fully  as  important  as  production — the 
ends  as  well  as  the  methods.  The  kind  of 
roots  we  eat  is  certainly  as  important  as  our 
system  for  digging  and  distributing  them. 
In  a  country  like  ours  where  productive  ca¬ 
pacity  would  permit  us  to  have  almost  any¬ 
thing  we  want,  there  the  questions  of  what  to 
want  and  liow  to  bring  desirable  wants  into 
production  become  the  big  problems.  Leis¬ 
ure  in  particular  should  be  weighed  against 
goods.  The  early  Egyptians  could  no  doubt 
have  enjoyed  a  greater  leisure  if  they  had  not 
deemed  it  more  worth  while  to  build  temples, 
libraries,  and  pyramids.  Although  we  do 
not  deliberately  elect  to  have  all  the  superflu¬ 
ities  that  we  do,  our  retention  of  a  long  work¬ 
ing  day  forces  us  to  exchange  our  leisure  for 
the  production  and  consumption  of  all  kinds 
of  physical  goods ;  and  as  a  result,  gold 
watches  and  fur  coats  become  our  pyramids, 
our  temples,  our  main  form  of  spiritual  ex¬ 
pression.  To  produce  many  of  our  goods  is 
simply  to  waste  our  leisure. 

Among  other  things  it  is  the  intention  of 
this  paper  to  bring  out  how  increasing  the 
machine  efficiency  and  not  concurrently 
shortening  the  day,  how  getting  luxury  in¬ 
stead  of  leisure,  causes  inefficiency  of  produc- 


38 


Chapter  One 


tion — not  minor  inefficiencies  like  the  mis¬ 
judging  of  demand  to  a  greater  degree,  (it  is 
harder  to  gauge  the  consumption  of  spats 
than  the  consumption  of  shoes),  but  major  in¬ 
efficiencies  like  plant  duplication,  “distribu¬ 
tion”  waste,  and  sabotage  of  industry.  The 
manufacturers  who  find  that  they  must  make 
new  products  whenever  their  machinery  turns 
out  the  old  product  more  easily,  often  prefer 
to  invest  or  waste  (for  it  is  nothing  else  from 
the  social  viewpoint)  their  accumulated  capi¬ 
tal  in  excess  plant  facilities,  in  advertising,  in 
forces  of  salesmen,  etc.  The  traditional  eco¬ 
nomics  would  reply  that  competition  pre¬ 
vents  waste  of  investments  in  excess  plants 
and  selling  agencies,  but  in  a  later  chapter  it 
will  be  shown  how  the  nature  of  our  present 
day  consumption  goods  is  such  that  it  has 
largely  wiped  out  the  possibility  of  the  ex¬ 
ercise  of  preferences  based  on  objective  fact ; 
how  in  many  cases  differences  between  com¬ 
peting  goods  are  indiscernable ;  how  compe¬ 
tition  is  made  weak  and  ineffective  when 
evaluations  based  on  objective  differences  are 
impossible;  and  how  wastes  in  production 
methods  become  possible  and  advisable  for 
the  manufacturers  under  these  circum¬ 
stances.  Statistics  on  our  present  day  in- 
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dustrial  situation  (see  Chapter  5)  substanti¬ 
ate  the  contention  just  made  that  manufac¬ 
turers  can  waste  human  effort  with  impunity, 
while  the  facts  do  not  at  all  agree  with  the 
contentions  of  traditional  theory. 

Since  our  society  provides  no  agency  for 
automatically  controlling  and  weighing  our 
individualistic  undertakings  in  terms  of  its 
effect  on  the  individuals,  it  is  well  to  control 
socially  the  length  of  the  working  day.  In 
that  way  we  can  always  keep  the  supply  of 
Labor  below  the  demand  for  it.  In  that  way 
Labor,  with  increased  bargaining  power,  can 
redirect  production  from  luxuries  for  the  rich 
to  needs  and  comforts  for  itself.  In  that 
way  and  to  a  high  degree,  Labor  will  be  auto¬ 
matically  protected  in  its  treatment  by  in¬ 
dustry.  As  long  as  we  have  a  system  of  so¬ 
ciety  running  on  self-interest,  wherein  the 
employer  is  not  responsible  for  the  employ¬ 
ment,  or  the  health,  or  the  welfare  of  the 
worker,  society  should  arrange  that  the  sup¬ 
ply  of  Labor  is  always  less  than  the  demand 
for  it.  What  if  the  whole  demand  for  face 
powder  is  not  satisfied,  if  the  shortage  results 
in  better  treatment  for  the  workers.  This 
control  of  the  labor  supply  is  the  only  way  in 
which  society  can  make  it  to  the  employers 
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economic  interest  to  treat  the  laborer  well. 
No  other  way  is  likely  to  work  successfully: 
the  labor  unions  which  waxed  strong  in  the 
manufacturer  stage  of  industry  are  relatively 
weak  in  the  trust  stage,  and  society  is  having 
an  impossible  time  in  institutionalizing  in¬ 
dustry.  Its  legal  and  moral  chains  are  too 
weak  for  such  a  power. 

This  book,  although  it  uses  the  terms 
“necessities”  and  “superfluities,”  does  not  at¬ 
tempt  to  define  what  constitutes  either,  other 
than  that  “necessities”  are  those  wants  which 
we  would  continue  to  demand  or  come  to  de¬ 
mand  were  artificial  stimulation  absent.  Al¬ 
though  no  two  people  are  likely  to  agree  on 
what  is  a  necessitv  and  what  is  not,  a  line 
must  be  drawn  somewhere,  for  human  wants 
when  stimulated  are  insatiable;  no  one,  with¬ 
out  throwing  away  his  entire  sense  of  relative 
values,  can  regard  patent  medicines,  rapid 
style  changes,  diamond  rings,  and  the  expen¬ 
sive  embellishments  of  most  everything  we 
buy  as  anything  but  superfluity.  It  seems 
reasonable  to  regard  as  superfluities  all  those 
wants  which  we  do  not  naturally  desire, 
wants  which  have  been  imposed  on  us  by 
manufacturers  looking  for  a  market,  and 
which  would  die  out  were  the  artificial  stimuli 
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to  be  removed.  It  is  not  proposed  to  elimi¬ 
nate  the  “superfluities”  one  by  one,  by  stat¬ 
ute — by  a  procedure  which  would  necessitate 
their  enumeration — but  to  cause  their  elim¬ 
ination  by  creating  a  social  arrangement 
which  would  place  “effective  demand”  in  the 
hands  of  those  who  would  demand  other 
more  necessary  consumption  goods — by  a 
procedure  which  would  cause  the  less  desir¬ 
able  “wants”  to  fall  by  the  wayside.  How¬ 
ever,  should  anyone  object  to  the  elimination 
of  a  single  one  of  our  present  day  “wants,’ 
let  us  accept  all  the  luxuries  and  inanities 
which  we  now  have  as  desirable,  and  regard 
the  shortening  of  the  working  day  only  as  a 
strategy  to  be  utilized  in  the  future,  as  an 
adjusting  device,  to  forestall  the  injection  of 
more  superfluities  as  the  effectiveness  of 
labor  is  further  increased. 

The  leisure  which  a  shorter  day  would 
bring  would  make  possible  more  reading  and 
reflection.  The  writer  holds  out  no  utopian 
hopes  that  Labor  will  fill  all  of  its  leisure 
with  study — the  past  shows  this  not  to  be 
true — but,  as  will  be  brought  out  later  on, 
there  is  a  correlation  between  leisure  and 
learning.  Perhaps  in  this  leisure  we  will 
learn  that  working  for  our  own  interest  is 
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not  identical  with  working  for  the  social  in¬ 
terest, — that  a  tense  individualism  simply 
speeds  up  the  race,  a  race  in  which  only  a  few 
can  be  first.  Perhaps  in  this  leisure  we  may 
come  to  outgrow  our  habit  of  regarding  blind 
increase  of  productive  capacity  as  the  main 
route  to  the  satisfaction  of  human  wTants — 
and,  perhaps,  we  might  in  that  leisure  once 
again  inject  a  consideration  of  life’s  values 
into  wealth  considerations. 

We  must  consider  this  problem  of  goods 
versus  leisure  sometime.  We  must  some¬ 
time  realize  that  labor  saving  machinery  does 
not  of  itself  bring  about  a  single  moment  of 
leisure,  when  the  working  day  is  not  short¬ 
ened  through  organization,  but  simply  shifts 
our  effort  from  one  task  to  another.  The 
world  has  more  technicians  now  than  ever 
before,  all  of  whom  are  consciously  aiming  to 
make  it  possible  for  one  man  to  produce  what 
it  took  two  to  make  before.  It  is  no  rash 
guess  that  in  another  generation  our  present 
productivity  will  be  doubled.  What  shall 
we  do  with  it?  Shall  we  use  it  to  drive  our¬ 
selves  into  more  inane  production,  more  con¬ 
sumption  of  frills  and  tinsel,  or  shall  we  ex¬ 
change  it  for  a  hopeful  emancipating  leisure? 
This  thesis  aims  to  show  the  ramifying  ef- 


Chapter  One 


43 


fects  resulting  from  not  exchanging  produc¬ 
tive  capacity  for  leisure  in  the  past,  and  to 
show  how  this  exchange  must  be  made  in  the 
future  as  a  most  important  move  in  an  eco¬ 
nomic  and  social  strategy,  which  aims  even¬ 
tually  to  take  into  consideration  in  economic 
production  the  content  and  joy  of  the  work¬ 
ing  life,  the  character  of  the  .goods  produced, 
as  well  as  their  quantity  and  profitableness. 
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Considerations  Inyolyed  in  the  Deter¬ 
mination  of  How  Long  the  Work¬ 
ing  Day  Should  Be. 

IN  ORDER  to  form  some  valid  notion  of 
how  long  the  working  day  should  be,  it 
may  be  well  to  consider  it  in  reference  to 
certain  sociological  interrelations  which  may 
form  a  more  or  less  valid  criterion  by  which 
to  determine  what  constitutes  the  “proper” 
length  of  the  laboring  day. 

What  we  need  most  urgently  is  a  new 
attitude  toward  work  and  the  working 
day.  The  age  old  view,  product  of  centuries 
of  niggardly  productivity,  that  it  is  Man’s 
predestined  lot  to  labor  from  sunrise  to  sun¬ 
set,  must  be  revised  in  a  time  when  iron 
slaves  have  come  to  do  Man’s  bidding. 
Work  should  be  regarded  as  but  a  prelim¬ 
inary  to  Living — a  chore  to  be  done  as 
quickly  as  possible,  in  order  that  the  individ¬ 
ual  in  Man  may  be  free.  Our  people  have 
been  released  so  suddenly  from  an  existence 
on  the  very  fringe  of  Nature’s  productive  ca- 
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pacity  that  the  national  consciousness,  does 
not  yet  realize  that  working  hours  must  to¬ 
day  be  adapted  to  other  factors  than  just  the 
wringing  of  food  from  the  soil.  Our  people 
still  feel  that  it  is  hard  to  make  a  “living,”  but 
never  stop  to  realize  that  promiscuous  and 
aimless  productivity  may  make  it  still  more 
difficult.  It  is  characteristic  of  them  to 
think  that  the  working  day  must  be  adapted 
to  what  the  employers  can  and  will  permit, 
not  that  it  should  be  adapted  to  engineering 
considerations  like  productive  capacity,  or  so¬ 
ciological  considerations  like  proper  con¬ 
sumption.  These  latter  considerations  are 
obviously  those  which  must  be  used  in  a  ra¬ 
tional  determination  of  this  question.  Produc¬ 
tive  capacity  is  obviously  the  most  basic  factor, 
for  when  it  is  very  low  the  entire  day  must 
necessarily  be  spent  at  work;  while,  when  it 
is  high  it  is  possible,  although  not  necessary, 
that  the  working  day  be  short. 

From  the  very  dawn  of  the  agte  of  ma¬ 
chinery,  engineers,  and  managers,  and  tech¬ 
nicians  of  all  kinds  have  increased  production 
enormously.  Just  how  greatly  we  do  not 
know,  for  there  is  unfortunately  no  calculus 
by  which  we  can  measure  it.  The  methods 
of  production  have  changed,  as  well  as  the 
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products  themselves.  Machine  made  silk 
stockings  have  taken  the  place  of  hand  made 
woolen  socks,  and  we  can  not  equate  the  two. 
But,  inaccurate  as  all  figures  must  he,  there 
can  be  but  little  doubt  that  the  effectiveness 
of  labor  has  been  tremendously  increased. 
Although  the  best  figures  can  be  but  esti¬ 
mates,  there  are  some  which  do  help  us  to 
form  a  quantitative  picture  of  the  increased 
effectiveness  of  labor  that  has  come  about. 

In  farming,  an  extractive  industry,  which 
by  its  very  nature  is  not  adapted  to  auto¬ 
matic  machinery  as  readily  as  is,  say,  the  re¬ 
fining  industries,  we  find  that  since  1850  the 
percentage  of  farmers  in  the  United  States 
has  decreased  in  the  following  way:1 

In  1850,  farmers  comprised  65%  of  the  entire  popula¬ 
tion. 

In  1900,  farmers  comprised  35.7%  of  the  entire  popula¬ 
tion. 

In  1920,  farmers  comprised  29.0%  of  the  entire  popula¬ 
tion. 

No  doubt  much  of  the  work  formerly  per¬ 
formed  on  the  farms,  such  as  the  making  of 
soap  and  the  making  of  clothes  is  now  done  in 
the  cities,  and  that  this  accounts  for  some  of 
the  decrease.  On  the  other  hand,  figures 
show  that  the  farmer  has  increased  his  produc- 
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tion  enormously,  and  that  he  now  even  pro¬ 
duces  for  export. 

In  1850,  the  first  year  for  which  the  Census 
gives  figures  on  the  matter  of  wheat  produc¬ 
tion — to  take  an  example — the  farmers  im¬ 
ported  1,238,000  bushels  of  wheat,  while  they 
produced  100,485,000  bushels.2  Recently 
they  exported  23.4  per  cent  of  their  wheat, — 
period  1911-1915;  and  30.3  per  cent,  period 
1916-1920 — while  their  production  was  799,- 
083,000  bushels, —  (yearly  average  for  period 
1916-1920).  (The  yearly  average  produc¬ 
tion  for  the  period  1921-1924  was  838,139,- 
000 ).* 1  If  we  take  into  consideration  the  fact 
that  population  increased  three  and  one  third 
times  from  1850  to  1920,  that  the  percentage 
of  farmers  decreased  from  65  to  29%,  and 
that  the  total  production  of  wheat  increased 
about  800%  we  find  that  the  wheat  produc¬ 
tion  per  farmer  increased  about  520%  for  this 
70  year  period,  1850  to  1920. 

During  the  short  period,  1900  to  1914, 
while  the  population  of  the  United  States  in¬ 
creased  30%, 


“Its  wheat  production  increased -  70 %2 

Corn  production  increased -  27% 


2  Statistical  Abstract  of  the  U.  S. — 1878-1881;  Page 

1  Commerce  Year  Book — 1924;  Page  114. 

2  Scott  Nearing — “The  American  Empire”;  Page  178. 
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Cotton  production  increased -  58% 

Coal  production  increased -  58% 

Petroleum  production  increased _ 317% 

Pig  Iron  production  increased _  69% 

Steel  production  increased _ 131% 

Copper  production  increased _  89% 

Cement  production  increased _  406% 


The  above  increase  is  based  on  production  fig¬ 
ures  for  1914.  During  the  war  our  overall 
productive  efficiency  was  20%  greater  than 
this  according  to  David  Friday.3  Even 
though  it  is  an  almost  hopeless  task  to  obtain 
exact  figures  on  the  increased  effectiveness  of 
labor,  when  it  is  assisted,  as  it  is  today,  by  the 
millions  of  horsepower  which  have  been  made 
available  to  it,  Roger  Babson  has  tried. 
Stuart  Chase  quotes  him  on  the  following 
table  which  shows  the  increase  of  machine  effi¬ 
ciency  over  hand  efficiency. 


Machine 

Hand 

Time 

Time 

Men’s  Boots  _  _  . 

1 

9 

Cotton  Sheeting  _  _ 

1 

106 

Woolen  Skirts 

1 

76 

Brussels  Carpets 

1 

8 

Butcher  Knives  __ 

1 

29 

Pine  Boards 

_  _  1 

58 

Marble  Slabs  _  _ 

1 

539 

Iron  Pipe  _ _ _ 

1 

18 

Nails  _  -  _  _ 

1 

129 

Lead  Paint  _ 

_  1 

17 

Hemp  Twine _ _ 

1 

119 

Plows  _  _  _ 

-  1 

32 

Pitchforks _ _ 

1 

15 

’  David  Friday — “Maintaining  Productive  Output” — 
Journal  of  Political  Economy,  Jan.-May;  Page  176. 
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Approximate  as  these  figures  must  neces¬ 
sarily  be,  they  do  give  us  something  by  which 
to  form  a  quantitative  picture  of  the  change 
that  has  taken  place. 

The  changing  and  increased  effectiveness  of 
labor  is  then  one  factor  in  determining  what 
the  length  of  the  working  day  should  be.  If 
Man  were  to  live  by  bread  alone,  or  with  the 
standards  of  long  ago,  our  productive  capac¬ 
ity  would  no  doubt  permit  us  to  work  but  an 
hour  or  two  a  day.  But  an  increase  in  wants 
is  a  natural  and  desirable  result.  The  tele¬ 
phone,  and  “running  water”,  and  gas  stoves, 
and  paved  streets,  are  desirable  by  almost 
any  standards  of  relative  value,  and  we  must 
deem  it  desirable  to  extend  the  working  time 
to  provide  for  having  certain  new  goods.  No 
sharp  line  can  be  drawn  on  what  goods  are 
worthy  of  general  production  and  those  that 
are  not,  but  the  relative  values  of  things  must 
be  considered  in  all  cases.  For  instance, 
while  human  beings  today  seem  to  have  an 
overeducated  palate,  they  can  not  be  expect¬ 
ed  to  be  content  to  eat  poor  tasteless  foods  in 
preference  to  working  a  little  longer  for  more 
palatable  ones.  The  working  time  must  pro¬ 
vide  for  a  reasonable  expansion  of  wants.  A 
line  must,  however,  be  drawn  somewhere,  for 
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human  wants  are  insatiable — we  would  all 
like  to  own  our  private  yacht  and  swimming 
pool. — Human  wants  will  eat  up  more  than 
we  can  ever  produce,  while  human  needs  can 
be  satisfied  with  but  a  fraction  of  our  effort. 

But  there  are  more  than  physical  factors  to 
be  considered.  Man’s  importance  as  a  so¬ 
cial  being  is  gradually  growing — his  relations 
with  his  fellow  beings  are  becoming  more  in¬ 
volved  and  complex.  His  surface  judg¬ 
ments  no  longer  suffice  to  guide  him  safely, 
he  has  need  of  information  and  study.  When 
the  citizen  is  molded  by,  economically  con¬ 
trolled  by,  and  politically  controlled  by,  local 
forces,  then  the  contacts  of  his  every-day  ex¬ 
istence  furnish  him  with  enough  information 
to  enable  him  to  exercise  his  best  judgment; 
but  when  he  becomes  but  a  chip  in  the  swirl 
of  effects  which  gigantic  national  organiza¬ 
tions  bring  about,  than  he  is  in  need  of  data 
and  education  on  these  matters.  Leisure 
may  give  him  the  needed  perspective — it  is 
certain  he  will  never  get  the  perspective  with¬ 
out  the  leisure.  It  is  certain  that  the  mod¬ 
ern  citizen  requires  more  time  and  informa¬ 
tion  to  determine,  for  instance,  what  his  rail¬ 
road  rates  should  be,  when  that  decision  in¬ 
volves  his  capitalizing  the  railroads  properly. 
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than  did  his  grandfather  who  had  but  to  de¬ 
termine  what  carriage  rates  should  be.  A 
political  democracy,  if  it  is  to  function  among 
economic  organizations  of  national  dimen¬ 
sions  must  have  an  educated  citizenry.  And 
a  wide-spread  leisure  is  the  only  hope  of  at¬ 
taining  this  end — without  leisure  there  is  lit¬ 
tle  hope.  The  working  day  should,  then,  it 
seems,  not  be  so  long  as  to  deny  citizens  the 
opportunity  to  educate  themselves  for  the 
management  of  their  economic  and  political 
affairs. 

Not  only  leisure  for  study  should  be  pro¬ 
vided,  but  also  leisure  for  the  expression  and 
development  of  individuality.  We  work  to 
live,  not  live  to  work,  and  while  some  individ¬ 
uality  can  be  expressed  in  work,  leisure  must 
be  provided  to  permit  most  of  it  to  come  to 
the  surface.  This  is  all  the  more  necessary 
now  that  work  has  become  so  automatic  and 
monotonous.  Man  is  still  an  animal.  His 
very  nature  balks  at  the  ceaseless  monotony 
and  conformity  of  behavior  which  modern  in¬ 
dustry  imposes.  And  there  is  little  hope 
that  industry  will  become  less  striding  in  the 
future.  We  must,  therefore,  look  to  leisure 
to  provide  Man  with  the  opportunity  to  go 
hunting  the  proper  food  for  his  famished  na- 


52 


Chapter  Two 


ture.  One  can  not  easily  prepare  for  a  life 
of  the  spirit  by  working  eight  or  more  hours 
at  monotonous  toil. 

To  summarize :  The  following  factors, 
must  be  taken  into  consideration  in  determin¬ 
ing  how  long  the  working  day  should  be:  the 
productivity  of  our  economic  machine;  the 
relative  desirability  of  certain  new  wants;  the 
need  for  a  broader  comprehension  of  our  ex¬ 
panding  social  and  economic  institutions;  the 
need  for  relief  from  stifling  monotonous 
work;  and  the  need  for  leisure  as  the  oppor¬ 
tunity  by  which  Man  may  develop  his  person¬ 
ality. 

There  can  be  no  doubt  but  that  we  do  have 
today  a  preponderance  of  deadening  occupa¬ 
tions,  that  we  do  have  a  need  for  a  broader 
comprehension  of  social  affairs,  and  that  we 
do  have  a  lack  of  social  opportunity.  There 
also  can  be  no  doubt  but  that  our  productive 
capacities  (not  our  productivity),  permits  us 
to  greatly  shorten  the  day.  It  remains  then 
to  see  whether  the  other  factor  involved,  the 
number  and  nature  of  our  wants,  permits  the 
move  to  be  made.  There  can  be  no  doubt 
but  that  we  do  have  today  an  enormous  num¬ 
ber  of  “wants”  or  forms  of  consumption 
goods,  and  that  the  elimination  of  some  of 
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them  would  permit  us  a  little  more  leisure. 
Certainly  it  is  possible  to  decrease  our  work¬ 
ing  day  somewhat  if  we  eliminate  those  wants 
which  would  immediately  die  away  were  the 
artificial  stimuli  to  their  existence  to  be  re¬ 
moved.  A  shortening  of  the  working  day 
vail  bring  about  this  elimination  of  artificially 
stimulated  wants  and  it  will  do  it  much  more 
effectively  than  the  almost  fruitless  proced¬ 
ure  of  trying  to  educate  people  away  from 
their  “wants”.  Just  how  this  elimination 
process  would  work  is  brought  out  in  the  next 
chapter  by  showing  how  new  wants  and  ac¬ 
tivities  are  forced  into  being  by  the  retention 
of  the  long  working  day. 

Just  because  it  will  be  shown  that  the  elim¬ 
ination  of  artificially  stimulated  wants  could 
provide  some  leisure,  one  should  not  infer 
that  it  is  meant  to  obtain  the  leisure  through 
the  sacrifice  of  output,  or  the  changing  of 
people’s  taste.  Later  chapters  will  show  how 
a  shorter  working  day  will  increase  rather 
than  decreased  our  national  productivity  while 
at  the  same  time  the  wants  of  the  poor  will  re¬ 
place  the  artificially  stimulated  wants  of  the 
rich. 
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How  Productive  Efficiency,  is  Influ¬ 
ential  in  Determining  the  Type  of 
Goods  Produced." 

BEFORE  we  judge  that  existing 
“wants”  satisfy  some  long  felt  need  in 
Man,  and  that  he  spontaneously  pre¬ 
fers  superfluities  to  comforts  or  to  leisure, 
and  therefore  that  it  is  impossible  or  unde¬ 
sirable  to  have  some  of  them  eliminated,  it 
may  be  well  to  examine  into  the  economic 
forces  which  brought  them  into  being.  This 
will  furnish  the  clue  on  how  to  banish  many 
current  “wants”  and  how  to  prevent  similar 
ones  from  coming  into  being  in  the  future. 
It  will  also  bring  out  the  different  adjust¬ 
ments  which  society  experiences  in  adapting 
itself  to  an  increased  effectiveness  of  Labor. 

We  often  find  both  economists  and  the  gen¬ 
eral  public  attributing  the  shortening  of  the 
working  day  which  has  already  taken  place, 
as  one  of  the  social  adjustments  to  an 
increased  Labor  efficiency,  as  is  evidenced 
by  their  attributing  it  to  our  increased  produc- 
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ticity.  As  a  matter  of  fact  the  shortening  was 
due  to  nothing  but  political  and  labor  organi¬ 
zation.  Strange  as  it  may  seem,  the  data 
available  show  that  shortening  the  day  in¬ 
creased  rather  than  decreased  our  general  pro¬ 
ductivity. 

The  National  Bureau  of  Economic  Re¬ 
search1  states  that  51.4  hours  was  the  aver¬ 
age  number  of  hours  worked  weekly  in  1921 
by  the  factory  workers  of  the  United  States. 
This  is  an  average  of  8.56  hours  a  day.  Yet 
P.  Sargeant  Forence 2  makes  the  following 
statement,  after  an  extensive  study  into  the 
matter  of  fatigue  and  productivity:  “Re¬ 
duction  from  a  12  hour  to  a  10  hour  basis,  re¬ 
sults  in  increasing  daily  output,  further  re¬ 
duction  to  an  8  hour  basis,  results  in  at  least 
maintaining  this  increased  daily  output;  fur¬ 
ther  reduction  below  8  hours,  while  increas¬ 
ing  the  hourly  rate  of  output,  seems  to  de¬ 
crease  the  total  daily  output.”  It  follows 
then  that  only  when  the  working  time  is  re¬ 
duced  to  below  8  hours  a  day  can  it  be  said 
that  the  reduction  is  due  to,  and  at  the  ex¬ 
pense  of,  productivity.  One  hundred  years 

1  Willford  King — “Inquiry  into  the  Subject  of  Em¬ 
ployment  Hours  in  Prosperity  and  Depression  in  the 
United  States— Years  1920-1922.” 

2  P.  S.  Florence — “Economics  of  Fatigue  and  Unrest. 
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ago  in  New  England  “the  average  working 
day  in  the  best  factories  was  nearly  thirteen 
hours.”  1  It  would  be  a  grim  irony  if  Flor¬ 
ence’s  discoveries  held  true  for  the  past,  so 
that  all  the  millions  of  hours  which  workers 
then  expended  were  actually  a  detriment  to 
the  employers  who  demanded  them. 

If  in  the  past  our  productive  capacity  was 
not  traded  in  for  leisure,  it  is  obvious  that 
labor  and  capital,  displaced  as  it  was  by  ma¬ 
chinery,  was  forced  into  new  activity.  For 
instance  those  farmers,  who  comprised  the 
decrease  of  from  65%  to  29%  in  total  popula¬ 
tion,  had  to  find  something  else  to  do — for,  on 
the  whole,  they  all  had  to  work  to  live.  An 
illustration  will  bring  out  how  the  adjust¬ 
ment  took  place. 

Imagine  the  existence  of  a  self  sufficing 
community  of  say  one  thousand  people,  living 
in  some  such  economy  as  did  the  Americans 
before  the  advent  of  the  industrial  era,  an 
economy  which  calls  on  the  cobbler  to  make 
the  shoes,  the  blacksmith  the  machinery,  the 
weaver  the  clothing — where  scythe  and  forge 
and  loom  are  the  tools  of  the  age.  Imagine 
the  working  day  to  be  10  hours  long.  Into 

„  '  S.  Pearlman— “History  of  Trade  Unionism  in  the  U. 
S.” — Page  17. 
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this  economy  picture  machinery  being  in¬ 
troduced,  and  the  adjustments  which  follow. 
Suppose  that  the  introduction  of  the  reaper 
and  binder  alone  excuse  100  workers  from 
the  fields,  and  that  these  hundred  turn  to  new 
activities — perhaps  to  the  making  of  furni¬ 
ture  or  the  weaving  of  rugs.  Suppose  that 
the  power  loom  relieves  one  hundred  more 
from  hand  activity,  and  that  the  saw  mill  re- 
lieves  yet  another  hundred.  All  of  those  dis¬ 
placed  will  no  doubt  find  something  useful  to 
do.  But  suppose  that  the  process  keeps  on 
until  not  only  all  the  “necessities”  are  pro¬ 
duced,  that  is,  until  the  effective  demand  for 
“necessities”  is  satisfied,  but  that  it  continues 
until  only  one-half  of  the  people  can  and  do 
produce  all  those  necessities  and  comforts 
which  marginal  utility  and  “effective  de¬ 
mand”  permits  being  made.1 

Then  suppose  that  although  productive  ca¬ 
pacity  permits  it,  this  community  does  not 
shorten  its  working  time,  but  as  our  country 
has  done,  retains  a  full  length  working  day. 
Half  of  the  workers  will  then  obviously  have 
nothing  to  do  unless  new  wants  are  intro- 

1 A  “necessity”  is  regarded  as  any  want  which  pre¬ 
vails  even  after  the  artificial  incitement  to  the  demand  is 
removed. 
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duced.  This  is  done ;  it  must  be  done,  for  they 
can  not  turn  to  the  making  of  more  necessi¬ 
ties  and  comforts.  More  necessities  can  not 
be  made  because  the  bargaining  power  of  the 
workers  has  been  injured  by  the  unemploy¬ 
ment,  which  is  always  current  during  the 
continuous  adjusting  period  that  follows  in 
the  wake  of  the  introduction  of  machinery, 
and  the  workers  have  not  the  income  with 
which  to  demand  them.  Only  “enough”  of 
necessities  are  produced  to  give  the  greatest 
value  in  the  market.  When  this  result  is  ob¬ 
tained,  industry  must  introduce  more 
“wants”  or  turn  to  plant  sabotage  and  ineffi¬ 
ciency.  So  some  of  the  workers  begin  to  make 
superfluities.  Some  begin  to  dig  diamonds, 
some  to  cut  them,  some  polish  them,  some  set 
them,  some  make  rings  to  hold  them,  some 
built  stores  to  house  them,  some  display  them, 
some  do  nothing  but  convince  the  wheat 
growers  and  others  that  these  goods  are  de¬ 
sirable — that,  in  fact,  owning  a  diamond  is  a 
conventional  pre-requisite  to  marriage  itself. 
In  this  way  one  whole  group  again  joins 
those  who  “produce”,  avoids  unemployment, 
and  becomes,  in  fact,  an  integral  part  of  the 
industrial  machine.  The  process  of  adjust¬ 
ment — of  finding  something  to  do  in  the  long 
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hours  that  Mankind  forces  itself  to  work — is 
really  of  a  dual  nature;  it  may  proceed  in 
either  of  two  ways.  In  the  one  case  dis¬ 
placed  Labor  adjusts  itself  directly  to  the 
predicament;  in  the  other  case,  Capital, 
which  unduly  accumulates  because  of  Labor’s 
damaged  bargaining  power,  adjusts  itself  by 
engaging  in  a  socially  wasteful  production  of 
necessities  (Chapter  5  explains  the  process), 
and  by  investment  in  new  and  often  artificial 
activity. 

The  policeman  on  the  corner,  who  is  dis¬ 
placed  by  the  automatic  signal  light,  is  a  good 
illustration  of  how  Labor  adjusts  itself  di¬ 
rectly  to  its  predicament.  When  the  device 
is  introduced  the  length  of  the  working  day 
could  be  decreased  by  the  fraction  that  the 
policeman  is  of  the  total  working  force  of  the 
community.  But  it  is  not;  he  is  coldly  left 
to  find  a  new  activity  of  his  own.  This  he 
does.  He  may  turn  to  running  a  pop-corn 
wagon,  or  to  canvassing,  or,  in  times  of  un¬ 
employment,  to  cleaning  back  yards  or  split¬ 
ting  wood.  The  extremes  to  which  Man  will 
go  in  concocting  occupations  for  himself  is 
well  brought  out  by  Walter  Wehl1,  writing 


1  Walter  Wehl,  “Tired  Radicals” — Page  128. 


60  Chapter  Three 

in  1911,  when  he  comments  upon  his  arrival 
in  London: 

“As  I  started  to  call  one  of  these  cabs,  sud¬ 
denly  there  arose  out  of  the  darkness,  as 
though  evoked  by  some  Aladdin’s  lamp,  four 
tattered,  pale-faced  men  of  the  underworld. 
The  four  sprang  forward  to  render  me  this 
slight  service.  One,  quicker  than  his  fellows, 
tore  open  the  cab  door,  and  received  his  penny. 
Then  the  men  vanished,  slinking  into  the  gray 
mist. 

“Whence  comes  these  men?  What  man¬ 
ner  of  city  was  this  that  wasted  four  able- 
bodied  men  on  so  paltry  a  task?” 

“Later  that  evening,  when  in  the  crossing 
currents  of  the  streets,  my  cab  came  to  a  halt, 
I  caught  another  fleeting  glance  at  London 
misery.  A  naked,  dirt-caked  arm,  thrust 
from  a  sleeveless  coat,  touched  my  shoulder;  a 
haggard  face  peered  into  the  cab  window, 
and  a  voice  harsh  with  anxiety  asked,  “Can  I 
’ave  the  luggage,  sir?”  As  the  cab  wound 
through  the  mazes  of  the  London  streets,  I 
saw  this  tattered  man  doggedly  running  be¬ 
hind  us.  Not  once  did  he  lose  sight  of  the  cab. 
At  the  hotel  he  was  waiting,  breathless.  “It’s 
mine,  sir”,  he  panted,  “You  promised  me  the 
luggage,  sir”. 
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“For  the  chance  of  earning  a  shilling  at 
work  which  did  not  need  him,  this  wretched 
man  had  followed  me  through  tortuous  miles 
of  London  streets.  What  a  city  it  was  .  .  . 
I  saw  men,  who,  for  the  pennies  of  passers- 
by,  perfunctorily  swept  crossings  already 
clean.  Other  silent  supplicants  were  seated 
on  cold  pavements,  upon  the  flagstones  of 
which  they  had  crayoned  rude  sketches  to  at¬ 
tract  a  slender  alms.” 

To  such  extremes  will  men  go  in  their  at¬ 
tempts  to  devise  activities  for  themselves. 
While  the  above  described  London  scene  was 
taking  place,  no  doubt  the  government  was 
not  shortening  the  length  of  the  working  day, 
but,  lulled  into  inactivity  by  its  belief  in  the 
unqualified  principle  that  demand  can  never 
be  less  than  supply,  fostered  instead  the  in¬ 
troduction  of  more  efficient  machines,  in  or¬ 
der  that  more  men  be  relieved  for  “other  pro¬ 
ductive  work”.  Most  probably,  very  little 
thought  was  being  given  to  what  was  happen¬ 
ing  to  Labor’s  bargaining  power. 

It  has  already  been  mentioned  that  the  cus¬ 
tomary  economic  theory  teaches  that  demand 
can  never  be  less  than  supply — that  produc¬ 
tion  creates  its  own  demand  and  that  this  will 
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provide  the  new  activity.1  It  was  also  point¬ 
ed  out  that  this  belief  proceeds  on  the  maxim 
that  human  wants  are  insatiable,  and  that 
while  this  maxim  is  undoubtedly  true,  the  fact 
is  overlooked  that  human  “wants”  today  are 
largely  not  spontaneous,  but  must  first  be  cre¬ 
ated,  an  arrangement  which  results  in  a  con¬ 
tinuous  lag  in  the  demand  for  Labor  on  the 
supply  of  it.  This  lag  we  objectively  observe 
in  unemployment.  It  is  this  lag — this  tardy 
appearance  of  a  demand  for  Labor  due  to 
that  change  in  the  nature  of  our  consumption 
goods  which  makes  our  demand  for  them 
tardy  rather  than,  as  in  all  history,  spontane¬ 
ous. 

This  lag  in  the  demand  for  Labor  explains 
why  a  distribution  of  wealth  favorable  to  the 
mass  of  workers  has  been,  is,  and  always  will 
be  (as  long  as  a  long  working  day  exists), 
impossible.  And  out  of  a  poor  distribution 
come,  of  course,  most  of  the  evils  which  ac¬ 
company  capitalism. 

How  big  is  this  continuous  lag  in  the  de¬ 
mand  for  Labor — this  unemployment? 
About  10  per  cent,  to  judge  from  the  follow¬ 
ing  data: 

1  David  Friday’s  statement  to  this  effect  in  “Profits, 
Wages,  and  Prices”,  Page  246,  is  typical  of  this  view. 
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In  its  “Summary  of  Unemployment  Rec¬ 
ords  and  Investigations”,  the  United  States 
Labor  Bureau,1  basing  its  summary  on  six 
state  and  federal  investigations  into  unem¬ 
ployment,  which  respectively  reported  the 
average  time  unemployed  durfrig  the  year, 
for  a  stretch  of  years,  for  all  employees  cov¬ 
ered,  as  being  8.8%,  9.3%,  9.6%,  9.6%,  10%  and 
16.3%,  concluded  that  our  average  unemploy¬ 
ment  is  “about  10  per  cent”. 

The  state  of  Massachusetts,  which  the 
United  States  Department  of  Labor  regards 
as  having  one  of  “the  more  stable  indus¬ 
tries”,2  gives  more  refined  figures.  It  gives 
as  the  percentage  of  unemployed  due  to  lack 
of  work  and  material  (those  who  are  unem¬ 
ployed  because  of  disability  or  labor  disputes 
are  excluded)  for  the  years  1908  to  1921  as 
follows : 

1  United  States  Labor  Bureau,  “Summary  of  Unemploy¬ 
ment  Records  and  Investigations” — Bulletin  No.  310 — 
Page  22. 

*  Ibid — Page  13. 
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Per  Cent  of  Unemployed  Among  Organized  Wage 
Earners  in  Massachusetts,  Quarterly  1908  to 
1921.  (Due  to  Lack  of  Work  or  Material). 


Unemployed  at  the  End  of: 


Year 

March 

June 

September  December 

1908-  . 

16.2 

12.5 

8.7 

11.0 

1909 

9.5 

4.6 

3.4 

4.9 

1910  _  _ 

5.3 

5.4 

4.0 

7.3 

1911_ 

7.5 

4.2 

3.7 

6.0 

1912 _ 

5.1 

3.4 

3.0 

6.4 

1913 

7.3 

4.3 

4.3 

7.3 

1914 

9.2 

6.9 

8.5 

14.9 

1915  _  . 

12.8 

7.6 

3.6 

4.0 

1916 

3.9 

1.3 

1.9 

2.7 

1917  _  — 

3.7 

3.5 

2.7 

3.5 

1918 _ 

3.0 

1.0 

1.1 

5.3 

1919 

11.2 

2.7 

2.5 

3.8 

1920 

3.4 

14.2 

16.1 

28.7 

1921 

21.8 

19.9 

18.8 

23.4 

This  study  gives  the  “Average  Time  Unem¬ 
ployed  During  the  Year  for  All  Employees 
Covered”  as  8.18  per  cent.  New  York’s 
similar  study  gives  its  percentage  at  16.3  per 
cent  for  the  period  1904  to  1916.  These  fig¬ 
ures,  we  must  remember,  are  for  those  unem¬ 
ployed  who  could  not.  even  find  or  devise  use¬ 
less  ( although  profitable )  work  to  do.  Some 
writers  say  that  in  the  long  run  the  demand 
for  Labor  must  equal  the  supply  of  it.  This 
may  be  true,  but  a  lag  for  decades  is  long 
enough  to  be  recognized  as  eocisting — it  has 
certainly  been  long  enough  to  start  a  series 
of  economic  disturbances  which  injure  the 
standard  of  living  of  laborers. 
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When  Labor  loses  its  bargaining  power, 
through  the  existence  of  this  lag,  it  loses  its 
power  to  force  profits  and  surplus  to  decrease 
toward  a  minimum,  and  is  forced  to  work  un¬ 
der  a  powerful  and  continuous  disadvantage 
in  bargaining.  As  a  result,  profit  and  surplus 
accumulation  follows:  whereas,  if  the  day 
had  been  shortened  while  machinery  was  being 
introduced,  so  that  the  supply  of  labor  always 
remained  below  the  demand  for  it,  “the  prob¬ 
lem  of  surplus”  would  never  have  arisen,  at 
least  not  in  its  present  troublesome  propor¬ 
tions. 

That  wages  do  bite  into  profits  and  surplus 
when  the  demand  for  labor  is  greater  than  the 
supply — a  result  which  the  shortening  of  the 
laboring  day  would  bring  about — is  well 
brought  out  by  what  happened  during  the  lat¬ 
ter  part  of  the  World  War  when  there  was  a 
labor  shortage  for  the  “wants”  of  the  time. 
David  Friday  gives  the  division  of  the  prod¬ 
uct  for  the  years  1913  and  1916  to  1919  as  fol¬ 
lows  r1 

1  David  Friday — “Profits,  Wages,  and  Prices” — Page 
124. 
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Distribution  of  Value  Added  by  Mining,  Manufactur¬ 
ing,  Railroad,  and  Public  Utility  Corporations. 


(In  millions  of  dollars). 


Year 

Total 

Value 

Wages 

and 

Salaries 

Taxes 

Interest 

Divi¬ 

dends 

Surplus 

1913 _ 

$11,260 

$7,200 

$  430 

$1,000 

$2,071 

$  559 

1916 _ 

18,256 

10,350 

727 

1,080 

2,603 

3,496 

1917 _ 

20,441 

11,100 

2,360 

1,180 

3,070 

2,731 

1918 _ 

23,635 

14,400 

3,247 

1,288 

2,763 

1,937 

1919 — 

23,500 

16,500 

3,100 

1,200 

2,600 

1,100 

Or  to  express  the  same  distribution  in  percentages: 


Year 

Total 

value 

Wages 

and 

Salaries 

Taxes 

Interest 

Divi 

dends 

Surplus 

Deficit 

1913— 

100% 

63.9% 

3.8% 

8.9% 

18.9% 

4.9% 

1916— 

100 

56.6 

4.0 

6.0 

14.3 

19.1 

1917— 

100 

54.3 

11.5 

3.8 

15.0 

13.4 

1918— 

100 

61.0 

13.7 

5.4 

11.7 

8.2 

1919— 

100 

70.2 

9.0 

5.0 

11.1 

4.7 

It  will  be  noticed  that  ,wages  were  highest  in 
1918  and  1919  when  the  sum  of  Dividends  and 
Surplus  was  at  low  ebb;  during  years  when 
the  continuous  lag  or  unemployment  had  al¬ 
most  disappeared.  [One  would  naturally  ex¬ 
pect  that  wages  would  have  been  higher  in 
1917  also,  but  David  Friday  explains  the  situ¬ 
ation  this  way:1  .  .  nor  had  wages 

felt  the  full  effect  of  the  war-time  competition 
for  labor.  The  prices  of  products  had  risen 
more  rapidly  than  had  the  costs  of  production. 


s Ibid. 

'David  Friday — “Profits,  Wages  and  Prices” — Page 
241. 
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Therefore  labor  received  a  smaller  percentage 
of  the  total  value  added  in  that  year  than  in 
those  preceding  or  following”.] 

The  tables  show  clearly  that  in  1918  and 
1919  when  labor  was  in  greatest  demand,  the 
sum  of  surplus  and  dividends  decreased  to 
relatively  low  levels.  It  followed,  for  those 
two  years,  that  the  major  part  of  what  would 
have  been  returns  to  capital — the  part  which 
would  “normally”  have  had  to  be  invested  in 
superfluities  and  duplication,  was  not  permit¬ 
ted  to  come  into  being,  but  died  early  in  the 
form  of  consumption  goods  for  labor.  The 
“shortage  of  labor”  which  brought  this  about 
could  be  obtained  just  as  well  by  cutting  the 
working  day — by  injecting  the  want  of  leisure 
— as  by  injecting  new  wants  like  war  sup¬ 
plies. 

At  this  point  it  may  be  well  to  allay  the  fear 
of  those  who  think  that  if  Labor  becomes  too 
powerful,  Capital  will  be  unavailable,  not  only 
for  superfluous  undertakings,  but  also  un¬ 
available  for  new  inventions  and  improve¬ 
ments  in  the  arts.  It  is  doubtful  if  Labor’s 
bargaining  power  could  ever  be  strong  enough 
to  stop  capital  accumulation.  Labor  would 
have  to  be  even  more  powerful  than  it  was  in 
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1919,  when  it  was  at  the  height  of  its  power,  to 
do  so. 

David  Friday  says:2  “But  even  with  the 
smaller  profits  of  1919  our  corporate  savings 
alone  amounted  to  almost  three  billion  dol¬ 
lars”  .  .  .  “Further,  in  arriving  at 

these  profits  the  corporations  first  deducted 
the  amount  retained  out  of  revenues  to  cover 
depreciation  and  depletion.  Our  capital  equip¬ 
ment  has  grown  so  rapidly  during  the  last 
thirty  years  that  this  sum  alone  amounted  in 
1917  to  1.7  billion  dollars.  The  entire  amount 
charged  for  depreciation  ,is  available  for  the 
installation  of  plant  and  equipment  of  the 
most  approved  type.  Depreciation  charges, 
while  they  are  operating  expense,  differ  from 
other  expenses  in  one  important  respect. 
They  represent  no  current  disbursements  for 
labor  and  material  which  are  currently  con¬ 
sumed.  They  are  therefore  available  for  new 
plant  and  equipment,  either  by  way  of  re¬ 
placement  or  for  plant  extension.  If  a  power 
plant  is  abandoned  because  of  obsolescence  it 
is  not  replaced  by  one  of  the  old  type  but  by  a 
new  one  which  represents  the  very  latest  de¬ 
velopments  in  the  art.  The  capital,  measured 

’David  Friday — “Profits,  Wages  and  Prices” — Page 
66. 
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in  money  terms,  remains  the  same,  but  the 
physical  plant  which  embodies  it  has  taken  on 
a  new  and  more  efficient  form.  Considered 
from  this  point  of  view  the  depreciation  allow¬ 
ance  represents  savings  and  is  available  in  its 
entirety  for  the  utilization  of  technical  devel¬ 
opments.  Corporate  surplus  and  deprecia¬ 
tion  reserve  combined  amounted  to  four  and 
one  half  billion  dollars  in  1919.  In  1913  they 
amounted  to  more  than  two  and  one  half  bil¬ 
lions.  There  is  no  danger,  then,  that  the  more 
important  new  technical  developments  will 
not  be  utilized  through  lack  of  capital”.  (In 
1913  the  provision  for  depreciation  amounted 
to  1.5  billions  of  the  2.5  billion  corporate  and 
surplus  Teserve. ) 2 

In  addition  to  these  amounts  the  sums  paid 
out  by  industry  in  dividends  to  stockholders 
are  largely  available  for  investment  in  new  ac¬ 
tivity  because,  on  the  whole,  these  dividends  go 
to  the  wealthier  classes  who  can  not,  or  at  least 
do  not,  spend  their  huge  incomes  on  consump¬ 
tion  goods.  There  is  little  need,  then,  for 
worry  that  we  will  ever  suffer  a  shortage  of 
capital  to  undertake  desirable  activity. 


Chapter  Four. 


How  Accumulated  Capital  Invests  It¬ 
self  in  the  Production  of  New 
Wants 

IN  THE  preceding  chapter  it  was  shown 
how  new  wants,  new  social  values,  new  de¬ 
mands  do  not  automatically  spring  into 
being  when  Labor  is  displaced  by  machinery, 
but  that  Labor  must  wait  until  new  demands 
are  created;  and  that  this  waiting  undermines 
its  bargaining  power  so  that  dividends  and 
surplus  accumulate  very  rapidly.  It  was  also 
shown  how  the  individual  worker  attempts  to 
adjust  himself  to  the  accompanying  unem¬ 
ployment.  The  figures  for  the  war  period, 
which  have  already  been  given,  showed  clearly 
how  the  percentage  of  income  which  went  into 
surplus  decreased  rapidly  with  the  increased 
demand  for  Labor  which  grew  out  of  the  in¬ 
jection  of  the  insistent  “wants”  of  war  time. 
But  war  times  are  not  normal  times;  normal 
times  are  more  like  1913  when  the  return  to 
dividends  and  surplus  totaled  23.4%,  than 
they  were  like  1919,  when  Labor  was  near  the 
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height  of  its  bargaining  power,  and  the  re¬ 
turn  to  dividends  and  surplus  totaled  15. 8%. 1 

In  “normal”  times  the  huge  sums  which  go 
to  profits  and  surplus  are  not  permitted  to  re¬ 
main  idle.  Those  individuals,  whom  the  long 
day’s  effect  on  bargaining  power  have  made 
the  beneficiaries  of  the  increased  profits  and 
surplus  accumulation,  must  adapt  themselves 
to  the  situation — they  must  invest  their  in¬ 
comes  to  bring  a  return.  But  invested  where? 
There  are  two  possibilities  (outside  of  foreign 
investments)  to  which  investors  can  turn. 
One  is  for  them  to  invest  capital  in  industries 
which  already  have  enough  facilities  for  satis¬ 
fying  the  effective  demand.  (Accepted  eco¬ 
nomic  theory  dismisses  this  recourse  as  impos¬ 
sible,  but  the  following  chapter  will  explain 
how  this  can  and  does  take  place) .  The  other 
possibility  is  for  them  to  invest  capital  in  the 
creation  of  new  wants — in  the  creation  of  new 
social  values  which  enter  into  the  price  bar¬ 
gainings  of  the  market.  How  this  takes  place 
will  now  be  explained. 

The  creation  of  these  new  wants  or  social 
values  takes  place  because,  although  all  capi¬ 
tal  is  willing  to  invest  itself  in  the  production 

1  Friday,  David — “Profits,  Wages,  and  Prices” — Page 
124. 
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of  our  spontaneous  wants,  at  present  it  can  not 
all  be  used  in  that  way  without  decreasing  the 
value  of  the  necessities  to  unprofitable  levels. 
Even  with  the  excess  plant  facilities  which  we 
now  have,  (see  page  1,  Chapter  5),  our  in¬ 
dustrial  plants  find  it  necessary  to  close  their 
doors  and  lay  off  men  periodically  in  order  to 
maintain  prices.  So  capital  looks  around  for 
new  wants  which  it  may  supply,  or  new  human 
frailties  which  it  can  stimulate  into  a  new  “de¬ 
mand”.  It  finds  them  and  we  get  “De  luxe” 
copies  of  books,  diamond  rings,  fur  coats,  and 
the  embellishment  of  most  all  the  goods  that 
we  use. 

The  table  in  Chapter  Two,  page  3,  showed, 
for  example,  that  we  now  make  woolen  skirts 
about  76  times  as  efficiently  as  by  hand.  But 
this  is  far  too  efficiently  to  permit  much  capi¬ 
tal  to  find  employment  in  the  industry,  and  so 
capital  elaborates  the  product.  It  adds  some 
buttons  here  and  there,  a  little  braid,  a  pleat 
or  two,  and  “designs”  each  garment  sepa¬ 
rately.  When  ladies’  shoes  are  made  as  sub¬ 
stantially  as  they  can  be  made,  too  few  pairs 
are  needed  or  purchased  to  provide  a  return 
to  large  sums  of  capital  and  labor,  and  so 
Capital  shifts  from  making  substantial  calf¬ 
skin  shoes  to  making  kid  shoes,  to  “patent 
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leather”  shoes,  to  high  heeled  shoes,  to  suede 
pxfords,  to  thin  soled  satin  pumps.  Simi¬ 
larly  the  hose  made  for  consumption  is  no 
longer  of  durable  wool  or  lisle,  but  a  shift  has 
taken  place  to  chiffon  socks,  to  silk  socks,  to 
clock  socks,  to  lace  socks,  and  endless  “pat¬ 
terns”  in  socks.  Anything  is  resorted  to  in 
order  to  facilitate  consumption — in  order  that 
Capital  may  find  employment — in  order  that 
all  may  have  something  to  do  in  the  long  hours 
that  are  worked.  “Woman’s  Wear  Maga¬ 
zine”  reports,  in  the  spring  of  1925,  a  drive  by 
the  hat  manufacturers  against  the  felt  hat. 
It  wears  too  long”.1  Capital  must  find  em¬ 
ployment  for  itself  somewhere,  somehow, 
otherwise  its  return,  the  interest  rate,  and  the 
profits  paid  for  its  “management”,  would 
drop.  If  the  day  had  only  been  shortened, 
this  surplus  capital  would  not  be  in  search  of 
new  fields  of  investment  because  the  “short¬ 
age”  of  workers  which  would  have  resulted 
from  a  shortening  of  the  day  would  have  per¬ 
mitted  Labor  almost  to  bargain  surplus  out  of 
existence,  and  as  a  consequence  no  capital 
would  have  been  driven  into  the  production  of 
superfluous  goods. 


‘Stuart  Chase,  “The  Tragedy  of  Waste” — Page  95. 
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The  chain  of  economic  forces  which  direct 
effort  into  the  production  of  superfluities  in¬ 
stead  of  into  the  production  of  more  necessi¬ 
ties  is  as  follows:  The  constant  lag  of  de¬ 
mand  for  labor  on  the  supply  of  it,  due  to  the 
present  day  need  of  educating  the  richer  peo¬ 
ple,  who  exercise  the  “effective  demand”,  into 
wanting  new  goods  before  labor  can  be  em¬ 
ployed  in  producing  them,  necessarily  weak¬ 
ens  the  bargaining  power  of  the  laboring 
classes  to  a  point  where  their  share  of  the  pro¬ 
duce  does  not  permit  them  to  buy  even  the 
necessities  of  life.  It  follows  then,  when  La¬ 
bor’s  bargaining  power  is  undermined,  that 
the  national  income  comes  to  be  divided  in 
such  a  way  that  the  big  lower  group  of  income 
receivers  obtain  not  even  money  with  which  to 
buy  their  necessities,  while  the  upper  group  of 
income  receivers  obtain  not  only  enough  with 
which  to  buy  their  necessities,  but  other  things 
as  well,  comforts,  luxuries  and  superfluities. 
It  is  to  those  sums  of  the  upper  income  groups 
which  are  available  for  more  than  necessities 
to  which  the  new  production  caters.  For 
Capital  can  not  be  profitably  invested  in  mak¬ 
ing  more  necessities.  The  Poor  can  buy  only 
a  limited  amount  of  these,  while  the  Rich  only 
care  to  buy  a  limited  amount  of  them.  Capi- 
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tad  must  be  invested  in  making  goods  devised 
to  appeal  to  the  sums  which  the  higher  income 
receivers  have  left  over  after  buying  their 
necessities. 

Just  how  unevenly  income  is  distributed 
among  the  people  of  the  United  States  is  well 
brought  out  by  the  following  data  for  1918,  a 
year  in  which  Labor  received  a  bigger  share  of 
the  product  than  it  had  for  many  years  prev¬ 
ious: 

“The  Percentage  Analysis  of  the  Distribu¬ 
tion  of  Personal  Incomes  in  1918”  1  (exclud¬ 
ing  2,500,000  soldiers,  sailors,  and  marines) 
shows  that  in  1918,  72.01%  of  the  income  re¬ 
ceivers  obtained  less  than  $1,500  a  year  and 
that  their  combined  incomes  equaled  but 
44.30%  of  the  total  national  income;  while 
27.99%  of  the  income  receivers  obtained 
55.70%  of  the  total  national  income. 

Moreover,  the  percentage  of  people  receiv¬ 
ing  incomes  as  high  as  $1,500  was  higher  in 
1918  than  in  previous  years  due  to  the  war 
time  inflation  of  the  currency.  It  is  also  per¬ 
tinent  to  point  out,  as  the  figures  given  below 
(page  76)  show,  that  in  1918  the  share  going 
to  the  lower  groups  of  income  receivers  was 
larger  than  it  had  been  in  previous  years. 

1  Nat.  Bur.  of  Econ.  Research — “Income  in  the  U.  S.” — 
Page  134-135. 
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A  Conjectural  Estimate  of  the  Percentage  of  the 
National  Income  Received  by  the  Highest  Five 
Per  Cent  of  Income  Receivers;  1913-19192 
(Including  Farmers) 

Per  Cent  of 
Total  Income 

Income  of  Total  Individual  Received  by 
the  Highest  Income  (excluding  Highest  5% 
5%  of  Income  corporate  surplus.  of  Income 


Year  Receivers  (Billion  dollars)  Receivers 

1913  -  $10.6  $32.3  33% 

1914  -  10.3  32.0  32 

1915  - 11.1  34.3  32 

1916  -  14.3  41.6  34 

1917  -  14.7  50.5  29 

1918  _  15.4  60.0  26 

1919  _  15.5  64.7  24 


“What  the  results  indicate  is  that  about  a 
third  of  the  National  Income  went  to  the  most 
prosperous  twentieth  of  the  income  receivers 
in  1913  to  1916.  But  after  1916  the  money 
incomes  of  this  class  increased  less  rapidly 
than  did  those  of  the  other  nineteen  twentieths, 
so  that  the  share  of  the  total  received  by  the 
most  prosperous  5  per  cent  dropped  in  1919 
to  about  a  quarter  of  the  total.  From  this 
point  of  view,  also,  the  evidence  indicates  that 
the  inequality  in  the  distribution  of  income  de¬ 
clined  somewhat  during  the  war”* 1  (Italics 
by  the  writer). 

It  was  the  “shortage”  of  labor  in  1918  which 
decreased  this  inequality  of  distribution. 
This  shortage  was  produced  by  the  injection 


2  Ibid.— Page  115-116. 

1  Nat.  Bur.  of  Econ.  Res.  “Income  in  the  United  States” 

PP.  115-116. 
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of  new  war  time  wants,  but  it  could  have  been 
as  easily  produced  by  shortening  the  working 
day. 

That  those  of  the  72%  who  lived  in  the 
larger  cities  and  received  less  than  $1,500  a 
year  were  not  even  able  to  obtain  with  this  the 
necessities  of  life  is  a  safe  surmise  from  a 
study  made  in  1920,  a  year  during  which  the 
total  individual  income  was  estimated  to  be  60 
billion  the  same  as  in  1918.  “Dr.  Paul  H. 
Douglas  presented  a  paper  before  the  Ameri¬ 
can  Economic  Association  in  1922  which  is  the 
most  careful  statistical  summary  of  the  rela¬ 
tion  of  the  national  income  in  dollars  to  the 
cost  of  living,  which  we  have  seen.  His  con¬ 
clusions  indicate  that,  in  the  year  1920,  it  took 
approximately  $1,700,  or  $34  per  week,  to 
maintain  a  family  on  the  Department  of 
Labor’s  “subsistence  level”  budget  in  the 
larger  cities  of  the  United  States.  This 
budget  is  cast  in  terms  of  the  amount  of  food, 
clothing,  house  space  and  so  forth  necessary 
to  keep  father,  mother  and  three  children 
above  the  line  of  actual  want.  By  calculat¬ 
ing  the  physical  requirements  set  forth  in  the 
budget  in  terms  of  1920  prices,  the  total  of 
$1,700  is  arrived  at.” 

“In  1920,  there  were  26,700,000  adult  males 
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gainfully  employed;  6,400,000  adult  women, 
and  5,500,000  juveniles  between  15  and  20 
years  of  age.  Had  these  men,  women  and 
young  people  been  paid  the  amount  neces¬ 
sary  to  meet  the  subsistence  level  budget  for 
each  class,  the  total  amount  distributed  would 
have  been  approximately  $57,000,000,000”. 

“Meanwhile  the  total  national  income  in 
1919,  according  to  Dr.  Mitchell  and  his  col¬ 
leagues,  aggregated  $66,000,000,000.  In 
1920  the  total  was  reduced,  .  .  .  Profes¬ 

sor  Douglas  estimates  it  at  $60,000,000,000. 
(From  this  $60,000,000,000 — more  or  less — 
must  first  be  deducted  that  12  to  16  per  cent 
which  the  National  Bureau  of  Economic  Re¬ 
search  calculates  as  the  usual  amount  set 
aside  for  saving;  .  .  .  Subtracting  then 

a  saving  of  $8,000,000,000  (14%  of  $60,000,- 
000,000)  from  the  national  income  . 
and  we  have  left  for  current  requirements, 
roughly  $52,000,000,000.”  1 

But  this  $52,000,000,000  Was  not  of  course 
distributed  evenly.  “Interest  and  rent  were 
paid  in  full.  Approximately  300,000  fami¬ 
lies  received  incomes  of  $10,000  a  year  or  bet¬ 
ter — some  running  up  into  the  $1,000,000  a 


‘Chase,  Stuart — “The  Tragedy  of  Waste” — Page  267. 
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year  class.  Roughly  speaking,  the  work  of 
the  National  Bureau  of  Economic  Research 
shows  that  about  5  per  cent  of  the  families  in 
America,  take  30  per  cent  of  the  national  in¬ 
come.  Thirty  per  cent  of  $52,000,000,000  is 
$15,000,000,000,  leaving  the  other  95  families 
in  100  to  get  along  on  $37,000,000,000.  This 
immediately  operates  to  slam  the  door  on  any 
hope  of  the  wage  earners  of  the  country  aver- 
enough  to  go  around  in  terms  of  the 
subsistence  level  budget  in  1920 — or  for  that 
matter  in  any  other  year.  For  millions  of 
people  in  America  the  annual  income  is,  and 
has  long  been,  in  the  words  of  Dr.  W.  F.  Og- 
burn,  not  a  living  but  a  dying  wage.  The 
hundreds  of  specific  studies  that  have  been 
made  of  living  conditions  in  rural  as  well  as 
in  urban  districts  only  go  to  confirm  this  con¬ 
clusion”.1 

It  is  an  obvious  conclusion  from  the  data 
given  above  that  our  industry  does  not  pro¬ 
vide  the  necessities  of  life  before  it  turns  to 
the  production  of  luxuries — that  the 
“enough”  of  necessities  which  it  produces,  be¬ 
fore  it  makes  comforts  and  superfluities,  is 
just  not  enough  to  satisfy  human  needs. 


1  Chase,  Stuart — “The  Tragedy  of  Waste” — Page  267. 
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While  the  families  which  do  not  receive  liv¬ 
ing  wages  are  making  up  for  their  income  de¬ 
ficiencies  by  enduring  unfixed  teeth  and  un¬ 
treated  goiters  our  industrial  machine  turns 
to  digging  diamonds.  Another  study  corro¬ 
borates  this  situation  by  showing  what  per¬ 
centages  of  the  main  necessities  of  life  are 
actually  produced  by  American  industry. 
“Mr.  C.  H.  Chase  has  calculated  the  percent¬ 
age  of  production  in  relation  to  the  require¬ 
ments  the  country  over  for  various  commodi¬ 
ties  in  the  year  1921.  Requirements  he  as¬ 
certained  on  the  basis  of  the  family  budget, 
and  thus  they  tend  to  this  minimum”:1 


Fresh  milk _ 91%  of  requirement  produced 

Wheat  flour _ 95%  of  requirement  produced 

Potatoes  _ 92%  of  requirement  produced 

Sugar _ 85%  of  requirement  produced 

Beef  _ 95%  of  requirement  produced 

Men’s  suits _ 83%  of  requirement  produced 

Shoes  _ 85%  of  requirement  produced 

Coal  _ 83%  of  requirement  produced 

Petroleum  _ 90%  of  requirement  produced 

Housing1  _ 60%  of  requirement  produced 

Commercial  Building _ 110%  of  requirement  produced 

Automobiles  _ 125%  of  requirement  produced 


The  figures  just  given  bring  out  very  well 
that  the  “enough”  of  necessities  and  comforts 
which  are  produced  before  industry  turns  to 
making  luxuries  and  superfluities  is  not 
enough  to  satisfy  human  need,  but  merely 


1  Chase,  Stuart — “The  Tragedy  of  Waste” — Page  179. 
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enough  to  obtain  a  maximum  value  in  the 
market.  The  above  data  should  also  con¬ 
vince  anyone  who  holds  to  the  belief  that  the 
hope  of  human  betterment  lies  in  greater  pro¬ 
ductive  capacity ,  that  the  hope  is  a  futile  one. 
If  after  a  century  of  vast  technical  improve¬ 
ment,  we  still  have  conditions  which  keep  the 
majority  of  our  population  from  receiving 
the  necessities  of  life,  it  is  time  that  society 
discard  the  assumption  that  productive  capac¬ 
ity  is  the  one  big  limiting  factor  in  social  im¬ 
provement.  It  is  but  one  link  in  the  chain 
running  from  human  effort  to  human  satis¬ 
faction,  and  is  today  one  of  the  easier  links  to 
forge.  Since,  as  has  been  explained,  Labor’s 
bargaining  power  is  undermined  by  our  re¬ 
tention  of  a  working  day  which  is  so  long 
that  industry  is  forced  to  make  more  than  the 
wanted  goods  of  life  during  the  time  that  is 
worked,  that  is,  it  is  forced  to  make  elaborate 
unwanted  goods  for  which  the  demand  is  so 
weak  or  tardy  that  Labor’s  power  is  injured 
by  the  resulting  oversupply  and  unemploy¬ 
ment,  then  it  should  be  obvious  that  blindly 
increasing  productive  capacity  under  a  long 
working  day  is  powerless  to  bring  about  the 
satisfaction  of  human  needs.  Productive  ca¬ 
pacity  must  be  controlled  by  a  social  strategy 
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which  considers  the  nature  of  the  goods  pro¬ 
duced,  the  hours  of  labor  worked,  and  the  pur¬ 
chasing  power  of  producers  if  it  is  to  be  a  help 
in  satisfying  human  needs.  To  let  produc¬ 
tive  capacity  run  wild — to  let  it  function  un¬ 
der  a  profits  motive,  and  then  to  require  it  to 
work  such  long  hours  that  it  is  driven  to  inno¬ 
vate  superfluous  and  often  unsocial  wants  for 
each  increase  in  productive  efficiency — is  to 
court  social  disaster. 

It  is  evident  from  a  glance  at  the  income 
distribution  given  above,  (page  76)  that  be¬ 
cause  of  the  small  purchasing  power  of  the 
great  mass  of  the  people  (approximately  the 
poorer  70% )  that  the  enterpreneurs  find  that 
the  amount  of  necessities  which  they  can  pro¬ 
duce  is  rather  fixed ;  that  they  must  necessarily 
direct  their  production  to  an  elaboration  of 
the  necessities,  or  the  creation  of  new  wants; 
that  they  must  produce  always  with  an  eye  to 
exchanging  their  products  for  the  sums  which 
the  people  in  the  upper  income  groups  have 
left  over  after  buying  their  necessities.  The 
entrepreneurs  consequently  try  to  induce  the 
people  in  the  upper  income  groups  (approxi¬ 
mately  the  richer  30%)  to  spend  all  of  their 
income  on  new  styles,  neiw  automobiles,  elabo¬ 
rate  shoes,  elaborate  clothes,  new  radios,  or 
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trips  to  California.  It  is  this  upper  income 
group  which  industry  assails  with  its  heaviest 
advertising  artillery,  for  it  is  this  group  which 
has  the  purchasing  power.  “Today  40%  of 
the  American  cars  belong  to  two-car  fami¬ 
lies”.1 

The  lower  income  groups,  who  are  not  even 
able  to  keep  themselves  in  a  good  functional 
condition  by  a  most  rational  expenditure  of 
their  income,  submit  often  to  the  siren  voices 
of  convention  imitation  and  blatant  advertis¬ 
ing,  and  spend  much  for  superfluities  that  is 
urgently  needed  for  necessities.  But  even 
though  the  poor  buy  many  unwanted  goods, 
industry’s  main  opportunity  of  getting  rid  of 
the  new  goods,  which  a  long  day  requires  it  to 
make,  does  not  lie  in  making  new  goods  for 
the  poor,  but  rather  for  the  rich,  for  it  is  they 
who  have  the  purchasing  power. 

But  even  so,  its  best  opportunity  is  none  too 
good.  The  well-to-do  can  not  be  divested  of 
all  their  common  sense  by  the  most  coercive 
advertising — they  can  not  be  made  to  spend 
their  entire  income — and  as  a  result  they 
yearly  add  their  billions  of  unspent  dollars  to 
the  sums  already  available  for  further  produc- 

1  “Nation  Magazine” — Editorial — Jan.  19,  1927 — Page 
S3. 
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tion.  In  this  situation — that  the  new  kind  of 
goods  produced  does  not  cause  the  rich  to 
spend  their  entire  incomes — lies  the  explana¬ 
tion  of  why,  today,  the  demand  for  labor  does 
not  immediately  (if  ever)  balance  the  supply 
of  it.  Here  also  lies  the  root  cause  of  our 
widespread  industrial  “saving”.  If  we  attrib¬ 
ute  it  to  “abstinence”,  abstinence  comes  to 
mean  foregoing  hungers  which  one  can  not  be 
forced  to  experience. 

From  the  above  discussion,  it  should  be  evi¬ 
dent  that  our  past  and  present  practice  of  dis¬ 
placing  labor  with  machinery  and  then  trust¬ 
ing  that  industry  will  automatically1  adjust 
itself  to  the  situation  by  producing  more 
wants  for  the  people  as  a  whole  is  fallacious, 
and  works  out  entirely  to  the  advantage  of  the 
wealthier  groups.  The  unemployment  statis¬ 
tics  given  above  show  what  happens  when  new 
wants  are  not  impatiently  waiting  to  absorb 
labor  as  rapidly  as  it  is  displaced  by  machin¬ 
ery.  This  lag  of  demand  on  supply  causes  a 
distribution  of  wealth  which,  as  is  shown 
above,  is  disadvantageous  to  the  big  mass  of 
workers.  And  when  there  is  such  a  distribu¬ 
tion  which  so  greatly  favors  the  richer  groups 
— the  upper  25  or  30% — the  “effective  de¬ 
mand”  naturally  comes  from  these  groups. 
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It  is  to  those  sums,  then,  which  these  richer 
groups  have  left  over  after  buying  their  neces¬ 
sities,  to  which  industry  caters.  And  the 
“wants”  which  industry  then  injects  are  na¬ 
turally  luxurious  and  superfluities  and  pleas¬ 
ures  for  the  rich.  This  accounts  then  for  one 
of  the  most  troublesome  present  day  drifts  in 
industrial  production,  namely  the  inane  na¬ 
ture  of  the  consumption  goods  which  we  so 
efficiently  produce.  If  Labor  had  not  lost  its 
bargaining  power,  which  it  did  because  human 
nature  did  not  demand  its  plated  silverware 
and  “service”  as  impatiently  and  immediately 
as  it  did  its  ham  and  eggs,  then  the  higher 
wages  which  it  would  have  received,  would 
have  compelled  capital  to  produce  the  wants 
of  the  poor  rather  than  the  wants  of  the  rich. 
Labor  can  regain  its  bargaining  power  only 
by  decreasing  the  number  of  hours  available 
for  work  to  where  the  number  falls  short  of 
satisfying  that  social  demand  for  goods  which 
stands  waiting  impatiently  to  consume  the 
products  of  all  labor. 


Chapter  Five 


How  Accumulated  Capital  Can  Profit¬ 
ably  Invest  in  Excess  Plant 
Facilities. 


(This  Explanation  Involves  a  new  Theory 
of  Value.) 


THE  innovation  of  a  general  demand 
for  new  luxuries  is  a  difficult  task,  even 
though  convention  imitation  makes  the 
spreading  of  the  demand  a  very  easy  one. 
Even  though  we  have  today  in  moderate  tem¬ 
perate  zones  a  widespread  demand  for  fur 
coats,  it  is  probably  safe  to  surmise  that  the 
entrepreneurs  who  forced  the  innovation  did 
not  relish  the  thought  of  their  task  at  the  be¬ 
ginning.  No  doubt  they  would  have  far  pre¬ 
ferred  to  have  gone  into,  say,  the  grocery  busi¬ 
ness,  where  demand  already  existed.  The 
majority  of  all  industrial  leaders  probably  feel 
hesitant  over  introducing  something  new,  and 
as  a  result,  they  crowd  into  plant  facilities  for 
producing  the  established  needs  much  more 
capital  than  would  be  needed  for  the  purpose 
in  a  functional  society.  (The  economics 
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which  permits  of  plant  duplication  will  be  ex¬ 
plained  shortly.) 

The  extent  to  which  this  overcrowding  has 
already  taken  place  can  be  well  brought  out  by 
certain  data.  In  1921  there  were  excess  plant 
facilities  of  70%  in  the  steel  industry,  in  1916 
it  was  100%  in  the  copper  industry,  in  1912 
there  were  excess  lumber  mill  facilities  of  over 
300%.  The  Federated  American  Engineer¬ 
ing  Societies  investigation  of  the  shoe  indus¬ 
try  gives  an  excess  plant  capacity  of  80%. 
The  excess  plant  capacity  of  the  rubber  tire 
industry  is  1200%,  that  is,  there  are  factories 
for  turning  out  13  times  the  number  of  tires 
sold.  Stuart  Chase,  of  the  United  States  La¬ 
bor  Bureau  Inc.  estimates  from  available  fig¬ 
ures  that  the  excess  plant  facilities  of  the 
United  States  average  at  least  30%  for  all  in¬ 
dustries,  that  is,  that  there  is  industrial  equip¬ 
ment  for  turning  out  30%  more  goods  than 
are  produced.1  (It  has  been  customary  in 
economic  thinking  not  to  regard  the  plants  as 
excessive  if  they  continue  to  make  a  profit. 
The  fact  that  they  made  a  profit  has  been 
taken  as  behavioristic  proof  that  society  has 
requested  more  plant.  To  admit  that  the 

1  The  data  for  this  illustration  is  taken  from  Stuart 
Chase’s  book — “The  Tragedy  of  Waste” — Pages  186-187. 
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plant  is  not  socially  needed  would  be  to  accept 
Marx’s  notion  of  “socially  necessary  labor”. 
And  since  that  notion  involves  the  rendering 
of  an  ethical  or  rather  social  judgment,  which 
has  been  quite  studiously  avoided  in  the  past, 
proper  attention  has  not  been  given  to  the  mat¬ 
ter  of  the  functional  coordination  of  indus¬ 
try.) 

The  above  data  gives  us  some  picture  of  the 
actual  situation.  We  are  shown  this  duplica¬ 
tion  daily.  It  may  be  in  the  form  of  several 
milk  wagons  on  the  same  route,  or  several  oil 
stations  or  grocery  stores  in  the  same  block. 
Yet  in  our  economic  thinking  we  have  not 
viewed  such  duplication  as  being  socially  un¬ 
necessary  because,  in  the  absence  of  monopoly 
and  trade  agreements,  competition  was  sup¬ 
posed  to  exist. 

At  this  point  an  examination  is  necessary 
into  the  mechanism  of  our  capitalistic  society 
if  one  is  to  see  the  factors  which  permit  more 
capital  than  is  socially  needed  to  profitably  in¬ 
vest  itself  in  any  one  industry.  It  will  be 
shown  that  this  evil  too  is  the  outgrowth  of  the 
retention  of  a  working  day  that  is  too  long. 
Within  the  mechanism  of  our  system  will  be 
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found  a  relationship  which  makes  it  evident 
that  the  great  productivity  of  machinery  un¬ 
der  Capitalism,  when  a  long  working  day  is 
retained,  can  reduce  the  selling  price  of  goods 
very  little.  It  already  has  been  shown  how 
Capitalism  under  a  long  working  day  is  forced, 
by  the  introduction  of  efficiency,  to  make  lux¬ 
uries  and  superfluities.  It  has  been  shown 
how  industry,  whenever  it  reduces  the  cost  of 
making  an  article,  must,  as  one  of  its  alterna¬ 
tives,  invest  capital  in  the  elaboration  of  the 
article.  Now  it  will  be  shown  how  Industry, 
whenever  it  reduces  this  cost  of  making  an 
article  is  able,  as  another  alternative,  to  invest 
capital  in  excess  plant  for  making  the  article. 
This  latter  alternative  enables  capital  to  earn 
a  profit  on  additional  investment.  To  ex¬ 
plain  how  a  situation  permitting  this  is  able  to 
prevail  in  society  it  is  first  necessary  to  bring 
out  one  aspect  of  the  idea  of  value. 

Value,  as  Anderson  1  points  out,  is  an  ob¬ 
jective  quality,  quantitatively  measurable, 
and  existant  antecedent  to  exchange,  and  ex¬ 
isting  independently  of  the  idiosyncracy  of  the 
holder  of  the  good.  It  is  socially  determined. 
It  appears  to  be  a  social  judgment  regarding 


Anderson,  B. — “Social  Value” — Page  184-197. 
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which  the  individual  has  very  little  to  say. 
The  value  of  diamond  rings  is  a  social  judg¬ 
ment  growing  out  of  the  customs,  conventions, 
needs,  and  psychology  of  the  people. 

The  social  value  of  a  pair  of  shoes,  a  judg¬ 
ment  growing  out  of  slowly  changing  customs, 
needs,  and  conventions,  may  be  such  that  all 
people  are  on  the  average  willing  to  work  two 
days  a  year  in  order  to  pay  for  a  pair  of  them. 
But  even  though  the  people  would  be  willing 
to  buy  the  shoes  at  the  price  of  two  days  work 
per  year,  efficient  competitive  production 
might  permit  the  selling  of  the  shoes  at  prices 
which  enable  people  to  buy  the  shoes  with  the 
proceeds  of  but  one  day’s  work  per  year. 
Efficient  competitive  production  thus  has  it 
within  its  power  to  reduce  the  selling  price  of 
goods,  but  has  very  little  influence  on  the  value 
of  the  good.  Value  is  a  very  stable  quality, 
and  varies  very  slowly.  When  the  cost  of 
productions  drops  suddenly,  values,  as  re¬ 
flected  in  prices,  do  not  tend  to  drop  suddenly. 
They  tend  to  remain  as  before,  and  the  differ¬ 
ence  between  the  value  and  the  cost  of  produc¬ 
tion  tends  to  go  into  profit.  (Efficient  pro¬ 
duction  will  drop  the  selling  price  of  goods  in 
all  cases  to  that  point  where  the  total  profit, 
obtained  by  multiplying  the  new  distribution 
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(made  possible  by  the  lower  price)  by  the  unit 
profit  equals  a  maximum.  Efficient  produc¬ 
tion  beyond  this  point  simply  makes  possible 
more  capital  investment  or  a  bigger  profit  for 
the  investor.  Why  competitive  businesses  do 
not  decrease  prices  toward  a  minimum  will  be 
explained  shortly. )  The  only  way  to  ac¬ 
tually  decrease  the  value  of  a  want  is  to  intro¬ 
duce  more  wants.  If  the  number  of  social 
wants  is  doubled  the  value  of  the  first  wants 
are  cut  in  two,  and  industry  would  not  be  able 
to  exact  more  than  half  as  great  a  price  for 
them.  If  people  want  hut  ten  articles ,  the 
total  value  of  these  articles  will  be  no  more 
and  no  less  than  would  he  the  total  value  of 
twenty  articles  that  are  wanted  with  an  equal 
intensity,  for  the  people  would  he  willing  to 
exchange  their  whole  income  for  each  total. 
Each  one  of  the  first  ten  articles,  then,  de¬ 
creases  in  value  when  ten  more  equally  urgent 
wants  are  introduced.  This  is  a  sort  of  quan¬ 
tity  theory  of  value.  The  total  value  of  all 
the  goods  which  we  demand  must  always  just 
equal  our  total  incomes.  If  we  add  a  new 
want  to  our  list,  our  old  wants  necessarily  de¬ 
crease  in  relative  value.  The  only  way  then 
to  decrease  values,  i.  e.  social  judgments,  is  to 
increase  the  number  of  social  wants,  unless 
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one  shortens  the  day,  and  then  the  want  that 
is  added  is  leisure.  By  the  same  reasoning, 
the  lowering  of  the  cost  of  production  can  only 
decrease  the  values  of  goods  when  it  drives 
nelw  wants  like  luxury  or  leisure  into  being.1 
If  it  were  found  that  we  as  a  people  annually 
expend  one  hundredth  of  our  total  income  for 
shoes,  the  value  of  shoes  could,  to  introduce  an 
economic  measuring  stick,  be  logically  ex¬ 
pressed  as  being  1  % .  Whether  we  worked  5 
hours  a  day  or  10  hours  a  day,  as  long  as  one 
hundredth  of  our  income  went  for  shoes,  the 
value  of  shoes  would  be  1%.  Value  is  not  a 
ratio  of  exchange  of  two  things,2  it  is  the  so- 


1  This  view  should  not  be  confused  with  that  promul¬ 
gated  by  Ira  Stewart  and  George  Gunton  who  advocated 
leisure  in  order  that  people  might  in  that  leisure  develop 
a  desire  for  more  material  goods  to  the  end  that  the  in¬ 
creased  demand  for  labor  would  raise  wages.  Their  view 
overlooks  the  fact  that  the  power  to  redistribute  income 
must  precede  the  injection  of  new  wants  if  Labor  is  to 
benefit.  Their  view  overlooked  the  new  nature  of  our  con¬ 
sumption  goods,  a  nature  which  prevents  wants  from 
catching  up  with  labor  supply.  It  is  labor  shortage  and 
not  new  desires  which  are  instrumental  in  raising  wages. 
Stewart’s  and  Gunton’s  proposals  of  a  shorter  day  would 
have  brought  on  higher  wages  but  not  for  the  reasons 
which  they  advanced.  The  shortage  of  labor  brought 
about  by  the  shorter  day  would  have  done  it,  not  the  time 
to  wish  for  more  wants. 

2  W.  Smart  in  “Introduction  to  the  Theory  of  Value” — 
Page  6  says:  “Value  is  a  power  that  lies  in  the  connec¬ 
tion  or  relation  of  two  things,  and  not  in  either  of  the 
things.  Jevons  very  well  called  it  a  “ratio  of  exchange”. 
It  seems  that  Smart  errs  in  saying  it  is  the  connection  or 
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cial  judgment  of  the  importance  of  one  good 
in  relation  to  all  other  goods  which  society  de¬ 
sires.  It  can  be  measured  by  the  distribution 
which  society  makes  of  its  income.  Just  as 
the  value  of  shoes  might  be  1%,  so  the  social 
values  of  automobiles  might  be,  say,  8%  ;  that 
is,  society  may  he  willing  to  spend  8%  of  its 
income  for  automobiles.  The  value  of  all 
goods  must  total  100%.  At  any  time  we  can 
ascertain  the  national  expenditure  for  any  one 
good,  compare  it  with  the  total  national  ex¬ 
penditure  and  thereby  get  its  value.  This 
view  of  value  does  not  help  us  much  in  under¬ 
standing  the  individual  art  of  bargaining,  but 
it  does  help  us  tremendously  in  understanding 
the  sociology  of  economics.  If  we  remember 
that  the  hypothetical  8%  value  of  automo¬ 
biles,  for  instance,  can  not  be  altered  by  low¬ 
ering  the  costs  of  production,  (since  value  is  a 
product  of  slowly  changing  social  customs, 
needs,  and  conventions,  and  only  has  its  lower 
limit  set  by  the  cost  of  production)  and  that 
the  only  way  to  decrease  values  is  to  create 
new  wants,  it  will  be  easy  to  understand  how, 
when  new  wants  are  not  introduced  and  effi- 


relation  between  two  things,  rather  does  it  seem  to  be  the 
connection  or  relation  between  one  thing  and  all  other 
things. 
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ciency  is  increased,  there  will  be  available  a 
sum  equal  to  the  difference  between  social 
value  and  cost  of  production  available  for  the 
payment  of  interest  and  profit  on  superfluous 
plants. 

An  understanding  of  the  idea  of  social 
value  as  explained  above  is  necessary  if  one  is 
to  understand  how  it  is  possible  to  have  the  ex¬ 
cess  plant  facilities  that  we  do,  and  the  lack 
of  competition  that  we  do.  An  illustration 
will  bring  out  how  the  economic  forces  work 
to  permit  the  profitable  investment  of  capital 
in  superfluous  plant. 

With  the  coming  of  the  automobile  a  certain 
social  value  was  attributed  to  automobile  tires. 
This  particular  value  was  the  product  of  many 
social  forces;  the  cost  of  production  had  very 
little  to  do  with  it,  except  that  it  fixed  the 
lower  limit  below  which  value  could  not  go. 
Let  us  suppose  that  the  value  of  a  tire  of  a 
certain  size  settled  at  $25.00,  even  though  its 
cost  of  production  (all  costs)  was  but  $15.00. 
Let  us  suppose  that  the  first  company  to  make 
tires  invested  one  million  dollars  in  the  under¬ 
taking,  and  that  it  sold  100,000  tires  during 
the  first  year.  It  would  obviously  make  one 
million  dollars  profit — a  100%  return  on  its 
investment — a  return  so  large  that  other  peo- 
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pie  would  undoubtedly  decide  to  invest  some 
of  their  capital  in  the  tire  business.  We  will 
suppose  that  this  occurs — that  two  more 
groups  invest  one  million  dollars  apiece  and 
begin  to  turn  out  tires,  that  all  three  concerns 
genuinely  strive  to  compete  by  simultaneously 
advertising  in  the  same  magazines  and  news¬ 
papers,  and  to  an  equal  degree.  According 
to  traditional  economic  theory,  the  price  should 
drop  to  the  vicinity  of  the  cost  of  production, 
because  of  the  competition  between  producers. 
But  again  we  notice  how  economic  theory 
stumbles  because  of  its  blindness  to  the  so¬ 
ciological  considerations  of  consumption. 
Economic  theory  of  both  the  past  and  the 
present  proceeds  on  the  assumption  that  com¬ 
petition  is  possible  and  that  it  exists  whenever 
industrial  agreements  or  understandings  are 
not  entered  upon.  It  assumes  that  Man  is 
such  a  rational  and  capable  being  that  he  can 
notice  and  evaluate  the  differences  in  quality 
between  similar  goods — that  he  can  always 
recognize  shades  of  quality  whether  he  is  buy¬ 
ing  bread,  vacuum  sweepers,  or  radios.  This 
noticing  and  evaluating  of  differences  in 
quality  was  possible,  perhaps,  when  economic 
theory  began  to  be  formulated,  when  Man  was 
buying  wheat,  and  lumber,  and  beef  on  the 
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hoof — when  he  could  see  the  “heap”  on  the 
peck  of  beans — but,  today,  not  even  the  engi¬ 
neer  can  discern  the  differences  in  quality  in 
what  is  perhaps  the  bigger  percentage  of  the 
goods  in  our  markets — -he  must  resort  to  ex¬ 
tensive  tests  when  buying  the  tires,  paint, 
shoes,  washing  machines  and  other  goods 
which  the  economist  assumes  the  average 
buyer  can  casually  and  immediately  evaluate. 
The  economist’s  whole  contention  that  compe¬ 
tition  between  producers  reduces  prices  hinges 
on  the  assumption  that  the  purchaser  has  the 
ability  always  to  detect  a  difference  in  quality 
or  quantity — to  know  what  is  the  better  buy. 
But  if  the  purchasers  cannot  discern  the  dif¬ 
ferences  in  goods,  if  they  can  not  see  the  in¬ 
crements  of  objective  value,  if  they  can  not  in¬ 
telligently  estimate  the  quantities  of  durable¬ 
ness,  usefulness,  or  genuineness  of  the  articles 
which  they  purchase,  price  competition  be¬ 
comes  impossible,  or  at  least  ceases  to  be  based 
on  objective  fact.  The  American  purchaser 
is  in  such  a  predicament  today  when  buying 
most  of  those  goods  which  he  consumes. 

Economic  theory  teaches  that  utility  is  the 
relation  of  Man’s  estimates  to  goods,  and  that 
marginal  utility  deals  with  the  final  unit  of 
utility  from  the  individual  point  of  view,  that 
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it  deals  with  the  value  of  a  little  more  or  a  little 
less,  that  it  deals  with  the  value  of  the  last  in¬ 
crement  of  goods,  and  that  it  stresses  the  sub¬ 
jective  estimate  of  the  relation  of  goods  to  the 
individual.  It  teaches  that  it  is  the  subjective 
estimates,  the  subjective  values,  expressed  in 
subjective  prices,  which  settle  themselves  in 
the  objective  prices  of  the  market.  This  may 
be  true,  but  to  the  degree  that  these  subjective 
valuations  of  the  last  increment  of  quality  or 
quantity  of  a  certain  good  have  no  possibility 
of  being  based  on  discernible  objective  differ¬ 
ences  in  the  quality  or  quantity  of  that  good, 
to  that  degree  does  the  whole  idea  of  marginal 
utility  (especially  as  it  applies  to  quality, 
which  is  usually  the  case)  become  an  irrelevant 
and  unusuable  abstraction.  For  if  the  sub¬ 
jective  valuations  are  nothing  but  subjective 
guesses,  then  the  market  becomes  but  a  clear¬ 
ing  house  for  guesses,  a  gambling  house  in 
which  all  the  buyers,  blindfolded  with  a  lack  of 
information,  listen  to  the  convincing  but  bal¬ 
ancing  ballyhoos  of  selling  competitors,  and 
draw  straws  on  whom  to  patronize.  And  the 
laws  of  chance  are  even.  Six  selling  compe¬ 
titors,  whose  products  have  indiscernible  dif¬ 
ferences  in  quality,  each  survive  on  one  sixth 
of  the  business.  As  much  excess  plant  (or 
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other  wastes)  will  be  able  to  survive  in  the 
business  as  the  growing  difference  between  the 
social  value  of  a  good  and  its  cost  of  produc¬ 
tion  will  suffice  to  pay  interest  upon.  To  the 
degree  that  the  actual  objective  differences 
between  the  products  of  competing  producers 
are  less  than  what  the  average  purchaser  can 
discern,  does  competition  as  a  concept  de¬ 
crease  in  importance  in  our  economic  thinking. 
As  long  as  two  competing  manufacturers  keep 
the  differences  in  the  prices  of  their  products 
less  than  the  discernible  differences  in  the  ob- 
j  ective  value  of  their  products  does  price  com¬ 
petition  fail  to  function.  Only  when,  as  at 
fire  sales,  the  discrepancy  of  man’s  prices  from 
the  current  prices  is  greater  than  the  discern¬ 
ible  differences  in  the  qualities  of  the  goods  on 
which  subjective  evaluations  are  based,  does 
competition  work. 

During  the  war,  before  the  government  re¬ 
duced  the  number  of  tire  varieties  available  on 
the  market,  there  were  287  of  them.  As  a 
buyer  of  tires  the  ordinary  citizen  was  sup¬ 
posed  to  personally  select  from  the  different 
brands  and  grades  the  “best  buy”  on  the  mar¬ 
ket.  Suppose  that  each  tire  company  mar¬ 
keted  a  $16,  $18,  $20,  and  $22  tire.  Without 
technical  assistance  each  individual  was  pre- 
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sumed  to  have  sufficient  insight  to  enable  him 
to  make  the  “better  buy”.  This  is  of  course 
impossible  without  adequate  technical  help. 
The  writer  when  studying  engineering  once 
observed  an  experiment  in  the  laboratory  in 
which  automobile  tires  were  fastened  to  a 
wheel  on  the  end  of  a  long  revolving  arm,  and 
run  round  and  round  upon  a  graveled  track 
until  worn  out.  Tire  differences  were  discov¬ 
ered  in  this  way.  But  no  individual  can  hope 
to  find  out  for  himself  or  with  the  aid  of  his 
friends,  which  tire  is  the  best  one — he  does  not 
live  long  enough  for  that.  What  is  more,  by 
the  time  experience  has  permitted  him  to  wear 
out  a  few  tires  in  an  objective  test,  the  art  of 
making  tires  has  improved  to  where  all  the 
new  tires  made  are  better  than  the  ones  he  has 
already  tested,  so  his  experience  avails  him 
nothing.  Furthermore,  it  is  an  open  question 
whether  the  power  and  coercion  of  modern 
selling  propaganda  would  not  in  itself  be  more 
than  enough  to  overbalance  any  vague  esti¬ 
mates  of  differences  in  quality  which  the  aver¬ 
age  buyer  might  formulate  after  the  uncer¬ 
tain,  unrecorded,  and  unscientific  tests  which 
his  daily  use  affords.  Not  unless  some  quali¬ 
fied  agency  keeps  the  purchaser  continually 
informed  on  the  merits  of  the  goods  which  the 
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purchaser  is  considering,  can  price  competi¬ 
tion, — which  is  economic  competition — exist. 
The  State  could  do  this,  but  as  yet,  it  does 
not. 

Roscoe  Pound  points  out  that  we  do  not 
have  liberty  of  contract  or  free  competition 
today  because  this  involves  the  possession  of 
enough  information  to  make  far  seeing  and 
intelligent  decisions,  and  this  information  we 
certainly  do  not  possess.  Thus  it  is  evident 
that  as  our  goods  become  continually  more  dif¬ 
ficult  to  evaluate  the  concepts  of  free  compe¬ 
tition  and  marginal  utility  become  continually 
more  meaningless.  Competition  does  have  a 
real  and  vivid  meaning  when  measurable 
things  are  compared,  but  not  otherwise. 
When  the  railroads  competed  for  patronage 
in  times  past,  the  traveler  was  easily  able  to 
compare  identical  units  like  railroad  rates, 

* 

and  genuine  cut-throat  competition  did  result. 
But  when  the  differences  in  product  are  not 
easily  discernible,  when  a  purchaser  must 
choose  one  brand  of  soap  from  a  dozen  similar 
brands,  all  listed  at  the  same  price,  the  notion 
of  value  competition  (as  distinct  from  sales 
competition)  loses  its  contact  with  reality. 

Other  economic  theories  which  hinge  on  as¬ 
sumptions  of  price  competition  also  lose  their 
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relevance  to  reality.  As  an  example,  the  fol¬ 
lowing  comments  on  profits  by  Seligman  in 
his  “Principles  of  Economics” — Page  23,  are 
seen  to  be  but  irrelevant  theorizing:  “Pro¬ 
duction  at  a  lower  cost  creates  profits;  com¬ 
petition  forces  price  down  to  lower  cost  and 
eliminates  profit”  .  .  .  “In  ordinary 

enterprise  profit  is  the  great  lure  of  energy, 
and  competition  the  great  destroyer  of  profit” 
.  .  .  “Competitive  profits,  the  union  of  both, 
is  hence  the  symptom  of  progress”.  These 
generalizations  would  be  pertinent  to  a  world 
in  which  those  shades  of  difference  in  quality 
which  make  possible  competition  were  discern¬ 
ible,  but  they  are  largely  irrelevant  for  our 
present  day  world — a  world  in  which  only  the 
engineer  can  find  the  shades  of  difference. 

Todav,  when  the  values  of  a  little  more  or  a 
little  less  can  not  guide  us  in  the  majority  of 
our  choices  because  we  can  not  discern  them, 
we  must  resort  to  chance  as  the  guide  to  our 
patronage.  When  purchasers  can  not  tell 
the  differences  in  the  qualities  of  tires,  they 
will  buy  a  Firestone  tire  at  one  time,  a  Fisk 
at  another,  and  a  Goodyear  at  yet  another. 
And  the  laws  of  chance  are  even.  The 
chances  are  that  patronage  will  tend  to  be 
proportionately  divided  according  to  the  pow- 
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er  of  the  selling  agencies  of  the  producers; 
each  tire  company  will  then  get  a  proportion¬ 
ate  share  of  the  business  and  manage  to  sur¬ 
vive  without  any  compulsion  to  engage  in 
price  competition.  Each  company  simply 
makes  its  profit  on  a  smaller  amount  of  busi¬ 
ness. 

Since  the  prices  of  most  of  our  goods  re¬ 
main  near  a  fixed  social  value,  a  drop  in  the 
cost  of  production  when  made  possible  by 
more  efficient  production,  simply  makes  avail¬ 
able  a  bigger  profit  for  the  industry  as  a  whole. 
The  profits  going  to  any  particular  industry 
grow  as  efficiency  increases  within  it.  But  as 
this  total  profit  grows,  more  and  more  con¬ 
cerns  are  attracted  to  it.  They  all  survive 
within  it  because  the  indiscernibleness  of  the 
last  increments  of  quality  in  their  products 
permits  chance  to  divide  business  quite  evenly 
among  them.  If  one  or  two  concerns  can  buy 
up  or  wreck  all  the  others  in  the  industry  they 
can  use  the  increased  profits  of  the  industry 
for  advertising  propaganda  on  economic 
views,  philanthropy  or  for  the  corruption  of 
government  officials.  The  difference,  which  is 
usually  a  growing  one,  between  the  social  val¬ 
ues  and  the  costs  of  production  simply  goes  to 
pay  interest  and  profit  on  more  and  more  ex- 
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cess  capital  which  invests  itself  in  the  business. 
Instead  of  Society  being  forced  to  create  new 
wants  as  costs  of  production  drop,  superflu¬ 
ous  plants  can  to  a  large  extent  be  injected 
into  old  businesses  and  “earn”  a  profit. 

If  Society  is  willing  to  pay  2%  of  its  annual 
income  for  shoes,  then  even  though  1  %  of  its 
effort  would  suffice  to  pay  for  the  entire  cost 
of  producing  the  shoes,  the  diffusion  of  pa¬ 
tronage,  caused  by  the  impossibility  of  compe¬ 
tition,  will  permit  the  shoe  industry  to  extract 
2%  of  Society’s  income.  One  percent  will  go 
to  the  cost  of  production,  and  one  per  cent 
will  go  to  interest  and  profit  for  socially  un¬ 
necessary  plants.  That  amount  of  capital 
will  or  can  squeeze  into  the  shoe  industry  for 
which  the  second  one  per  cent  will  suffice  to 
pay  interest  and  “management”  fees.  Un¬ 
der  a  system  of  sales  competition  in  which 
price  competition  can  not  function — a  system 
which  prevents  Man  from  focusing  his  patron¬ 
age,  the  second  one  per  cent  of  our  working 
time  which  shoe  values  can  command  can  be 
used  to  pay  unnecessary  shoe  clerks,  window 
trimmers  and  advertisers.  The  above  out¬ 
come  is  possible  in  any  business  where  the  dif¬ 
ferences  in  value  of  the  goods  is  not  discern- 
able.  It  explains  why  today  several  concerns, 
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all  sincerely  intent  on  competing,  can  profit¬ 
ably  engage  in  the  work  which  one  concern 
could  do.  The  above  situation  in  our  indus¬ 
trial  organism  is  a  big  link  in  the  reversing 
mechanism  of  our  industrial  machine  which 
has  made  mechanical  invention  impotent  in 
helping  Man  to  get  his  goods  more  easily. 

The  automobile  tire  illustration  can  also 
serve  to  bring  out  the  above  relation.  Due  to 
the  ineffectiveness  of  price  competition  result¬ 
ing  from  the  lack  of  adequate  objective  in¬ 
formation,  additional  capital  can  and  does 
crowd  into  the  tire  business.  Let  us  suppose 
that  the  cost  of  producing  each  tire  (with  even 
“necessary  profits”  considered  as  a  cost) 
drops  to  $10  from  the  $15  previously  assumed 
in  the  illustration,  and  that  the  value,  the  so¬ 
cial  judgment,  remains  at  $25,  then  $15  can 
be  used  to  pay  interest  on  invested  capital. 
If  the  cost  of  production  drops  further,  say 
to  $5,  then  $20  can  be  used  to  pay  interest  on 
capital,  and  naturally  more  capital  will  crowd 
into  the  field.  Each  capital  investment,  that 
is  each  tire  factory,  is  able  and  willing  to  make 
its  “necessary  return”  on  the  production  of  a 
fewer  number  of  tires  and  by  running  only 
part  time.  The  statistics  on  our  rubber  tire 
industry  confirm  the  illustration.  We  have 
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12  times  the  number  of  tire  factories  that  we 
need  to  produce  the  tires  that  are  sold. 

In  this  connection  it  may  be  well  to  point 
out  the  futility  of  establishing  Consumers 
Testing  Bureaus  for  the  purpose  of  informing 
the  public  which  brand  of  oatmeal,  soap,  paint, 
hosiery,  tires,  shingles,  etc.  is  the  better  buy. 
d  he  information  which  such  bureaus  would 
disseminate  would  no  doubt  wipe  out  the  more 
inefficient  producers  in  each  industry,  because 
the  information  would  focus  patronage  and 
drive  all  the  buyers  to  the  efficient  producers. 
But  what  of  it?  One  or  two  hosiery,  tire  or 
soap  companies,  instead  of  a  dozen  companies, 
would  now  produce  our  total  national  supply 
of  these  products  with  a  smaller  working  force 
than  was  used  before  in  making  this  national 
supply.  One  or  two  companies  would  now 
take  to  themselves  the  profits  of  the  whole  in¬ 
dustry,  a  profit  which  is  equal  to  the  difference 
between  the  social  value  and  the  cost  of  pro¬ 
duction  of  the  good.  Their  efficiency  would 
simply  shut  down  many  competing  plants  and 
relieve  more  men  “for  other  productive  work”, 
thus  damaging  Labor’s  bargaining  power  still 
further. 

So  this  leads  us  back  practically  to  where 
we  started.  For  now  that  the  accumulated 
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capital  which  had  adjusted  itself  by  investing 
in  excess  plant  is  no  longer  able  to  utilize  this 
outlet,  it  will  have  to  invest  itself  in  devising 
and  manufacturing  new  “wants”  for  the  up¬ 
per  income  groups  who  have  the  purchasing 
power;  or,  as  other  alternatives,  sink  itself  in 
foreign  investments  or  in  buying  up  domestic 
“goodwill”.  (The  nature  of  “goodwill”  will 
be  considered  shortly. )  So  the  attempt  to  aid 
the  consumer  by  means  of  Consumers  Testing 
Bureaus — the  proposal  which  Stuart  Chase 
has  so  ably  suggested — must,  if  it  is  to  benefit 
the  mass  of  consumers,  wait  until  those  very 
consumers  have,  by  means  of  increased  bar¬ 
gaining  power,  taken  to  themselves  in  wages 
the  money  which  in  the  form  of  returns  to 
capital — profits  and  surplus — goes  into  for¬ 
eign  investment,  domestic  “goodwill”,  or  plant 
for  making  luxurious  wants.  To  focus  the 
consumers  patronage  and  thus  increase  in¬ 
dustrial  efficiency,  while  the  long  working  day 
is  maintained,  is  simply  to  damage  Labor’s 
bargaining  power  still  further  and  to  increase 
the  share  of  the  national  income  which  goes  to 
profits  and  surplus. 

To  illustrate :  Suppose  a  reliable  testing  Bu¬ 
reau  should  find  and  make  public  the  fact  that 
Firestone’s  tires  were  the  best  buys  on  the  mar- 
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ket.  All  the  other  companies  would  then  very 
likely  be  driven  to  the  wall.  After  this  had 
occurred  Firestone  could  charge  all  that  the 
traffic  would  bear.  No  other  concern  could 
re-enter  the  business  again  unless,  at  the  very 
start,  it  could  turn  out  its  tires  more  cheaply 
than  could  Firestone.  This  would  be  almost 
impossible  and  Firestone  would  be  left  with 
the  profits  of  the  industry.  Meanwhile  the 
production  of  tires  would  require  fewer  labor¬ 
ers  than  before  and  make  Labor’s  struggle 
for  jobs  even  more  intense. 

Of  course  many  only  consider  what  they  be¬ 
lieve  to  be  the  benefits  of  competition  to  the 
consumer  during  the  period  when  genuine  cut¬ 
throat  competition  would  prevail.  They  real¬ 
ize  that,  for  a  time  at  least,  public  knowledge 
of  the  objective  values  of  the  goods  would 
bring  about  cut-throat  competition  between 
producers,  and  that  the  selling  price  of  the 
goods  would,  for  a  time  at  least,  approach 
their  cost  of  production.  This  is  presumed  to 
be  a  desirable  social  condition.  To  quote 
Professor  Seligman  on  this  again:  “Produc¬ 
tion  at  a  lower  cost  creates  profit;  competition 
forces  price  down  to  lower  cost  and  eliminates 
profit”  .  .  .  “In  ordinary  enterprise  profit 
is  the  great  lure  of  energy,  and  competition 
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the  great  destroyer  or  profit”  .  .  .  “Com¬ 

petitive  profits,  the  union  of  both  is  hence  the 
symptom  of  progress”.  In  the  light  of  the 
theory  of  value  outlined  in  this  chapter,  let  us 
examine  it.  It  has  already  been  shown  how 
Seligman’s  statement  is  largely  irrelevant  to 
our  present  industrial  world  because  the  dif¬ 
ferences  in  the  quality  of  goods  which  make 
competition  possible  are  only  discoverable  by 
research  men. 

Now  it  will  be  shown  how  this  belief  that 
the  reduction  of  prices  through  competition 
results  in  “progress”,  i.  e.  presumably,  a  high¬ 
er  standard  of  living  for  all  people,  could  not 
be  true  even  though  the  differences  were  dis- 
cernable  and  published  by  testing  bureaus. 
It  will  be  shown  how,  under  a  long  working 
day,  competition  which  forces  producers  to 
cut  prices  never  can  and  never  did  lead  to 
higher  wages  or  a  lower  cost  of  living  for  the 
mass  of  consumers.  It  will  he  shown  how 
only  when  producers  compete  against  each 
other  for  the  services  of  Labor  will  wages  rise, 
and  the  cost  of  living  drop. 

Let  us  suppose  for  illustration  that  Testing 
Bureaus  bring  about  cut  throat  competition 
in  all  industries  and  that  in  all  of  them  the 
selling  price  of  goods  approaches  their  cost  of 
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production.  It  will  be  shown  how  even  this 
presumably  fine  economic  arrangement  un¬ 
dermines  the  standard  of  living  of  the  laboring 
classes.  Suppose  we  as  a  society  have  100 
wants,  for  each  of  which  we  are  willing  to  pay 
1  %  of  our  income,  and  for  each  of  which  we 
are  willing  to  expend  1%  of  our  effort.  As¬ 
sume  that  100%  of  the  people  are  engaged  in 
making  these  100  wants.  Then  suppose  ma¬ 
chinery  makes  possible  the  production  of 
these  100  'wants  with  but  50%  of  our  former 
effort,  and  that  cut-throat  competition  forces 
down  the  selling  prices  of  these  goods  to  the 
cost  of  production.  What  is  the  situation?  If 
the  old  length  of  the  working  day  is  retained, 
50%  of  our  effort  will  now  produce  all  of  our 
old  wants  at  their  cost  of  production.  That 
means,  50%  of  our  people  now  produce  and 
sell  all  of  our  wants  at  what  it  cost  50%  of 
our  people  to  produce  them.  But  100%  of 
the  people  must  live  in  this  world,  so  50%  are 
obviously  unemployed.  It  is  not  true,  as  eco¬ 
nomics  has  contended,  that  industry  will  turn 
to  new  work — that  it  will  automatically  double 
the  number  of  wants  supplied  to  the  workers. 
The  big  mass  of  workers  have  lost  their  bar¬ 
gaining  power  in  the  process,  and  are  unable 
to  buy  the  new  product  which  industry  could 
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make.  Consequently  the  new  products  which 
industry  devises  are  for  those  in  the  upper  in¬ 
come  groups  who  benefit  by  Labor’s  loss. 
These  new  products  are  usually  novel  or  su¬ 
perfluous  articles  and  are  not  spontaneously 
demanded,  but  must  wait  upon  the  high  pres¬ 
sure  of  the  advertiser.  The  tardy  response 
keeps  a  continuous  lag  in  the  demand  for 
Labor  on  the  supply  of  it — despite  anything 
that  competition  among  producers  for  a  mar¬ 
ket  might  do. 

“Today,  (when  the  efficiency  of  production 
is  increased  and  the  input  of  hmnan  effort  is 
kept  constant,)  it  is  Industry’s  ability  to  take 
recourse  to  social  inefficiencies  like  the  dupli¬ 
cation  of  plant  and  the  injection  of  new 
wants,  which  enables  it  to  continue  to  hire 
most  of  the  workers.  If  testing  bureaus,  by 
driving  patronage  to  the  efficient  producers, 
should  plug  up  the  outlet  which  industry  now 
has  in  resorting  to  plant  duplication,  it  would 
be  necessary  for  advertising  to  quickly  instill 
in  those  who  have  the  purchasing  power  many 
new  wants,  inane  though  they  be,  or  a  large 
mass  of  workers  would  have  nothing  to  do. 
If,  in  addition  to  testing  bureaus,  honesty  in 
advertising,  or  informative  advertising  were 
insisted  upon,  workers  would  have  very  little 
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to  do  when  efficiency  came  in  and  the  old 
length  of  working  day  retained.  It  would  be 
little  consolation  for  the  50%  unemployed  to 
know  that  goods  produced  by  the  other  50% 
of  the  people  were  being  sold  back  to  these 
second  50%  at  cost — the  cost  of  production. 
Of  course  this  last  would  not  happen  either, 
because  with  50%  unemployed  and  all  labor 
scrambling  for  jobs,  the  employers’  economic 
power  would  be  such  that  they  could  exploit 
labor.  Only  when  the  short  working  day  has 
made  Labor  so  scarce  that  it  actually  gets  in 
wages  most  of  what  now  goes  to  profits  and 
surplus,  that  is,  only  when  wages  encroaches 
so  far  on  profits  that  it  raises  the  cost  of  pro¬ 
duction  of  a  good  (in  which  “necessary  prof¬ 
its”  is  also  included)  to  where  it  practically 
equals  the  social  estimate  of  the  value  of  the 
good,  will  Labor  benefit  by  testing  bureaus. 
For  then  the  increased  industrial  efficiency 
which  testing  bureaus  would  make  possible 
would  not  hurt  Labor’s  bargaining  power. 
“Only  when  a  shorter  day  has  given  Labor 
more  power  and  higher  wages  will  Capital 
produce  more  with  an  eye  to  the  market  which 
Wages  patronizes,  than  to  the  market  which 
Profits  patronizes.  Then,  for  example,  bath 
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tub  manufacturers  would  advertise:  “A  bath 
room  in  every  home”,  instead  of,  as  now,  “A 
private  bath  for  every  member  of  your  fam¬ 
ily”. 

If  a  demand  for  Labor  were  really  created 
through  the  action  of  a  shorter  working  day. 
Labor  could  demand  so  much  in  wages  that 
Capital  would  not  have  funds  with  which  to 
fight  the  establishment  of  Consumer’s  Testing 
Bureaus  by  the  State.  Until  then,  state  or 
private  testing  bureaus  would  only  limit  the 
profit  of  an  industry  to  a  fewer  number  of  con¬ 
cerns  engaged  in  that  industry,  and  drive 
these  surviving  manufacturers  to  either  use 
their  augmented  profits  in  making  wants  for 
the  rich,  or  put  them  in  foreign  investments 
or  in  domestic  “goodwill”. 

This  problem  of  a  rational  treatment  of 
“goodwill”  has  been  a  perplexing  one  in  both 
economics  and  in  law  since  it  was  first  consid¬ 
ered  in  English  court  decisions  away  back  in 
the  17th  century.  But  an  understanding  of 
“goodwill”  is  also  easy  in  the  light  of  the 
theory  of  value  outlined  above.  To  explain 
it,  it  is  perhaps  best  to  consider  the  economic 
justification  which  is  usually  given  for  attri¬ 
buting  value  to  “goodwill”,  namely  this: 

As  a  producer  of  value  Man  must  modify 
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the  time,  place,  and  form  utility  of  goods. 
But  as  Man’s  sphere  of  activity  increases,  and 
the  division  of  Labor  sets  in,  another  utility 
is  required.  Most  everything  which  Man 
consumes  today  is  made  by  someone  else,  and 
he  must  rely  more  and  more  on  the  honesty 
and  good  management  of  others.  Confidence 
in  other  peoples’  work,  in  a  complex  society, 
gets  to  be  one  of  the  largest  utilities,  for  with¬ 
out  it  Man  would  have  to  live  close  to  nature 
and  raise  all  of  his  goods  himself.  Competi¬ 
tion,  which  does  not  strive  to  secure  the  con¬ 
fidence  of  consumers  in  the  products  con¬ 
sumed,  ends  up  by  giving  us  adulterated 
goods,  and  by  sacrificing  as  much  quality  as 
will  go  undetected.  On  the  other  hand,  the 
producer,  who  has,  by  his  continued  honesty 
and  good  management,  added  public  confi¬ 
dence  in  his  products,  has  added  something  be¬ 
sides  time,  place,  and  form  utility  to  those 
products,  something  without  which  society 
could  not  satisfy  its  present  day  needs.  The 
manufacturer  who  produces  confidence  in  his 
products  finds  that  this  confidence  has  a  value 
on  the  market.  The  value  of  this  confidence 
is  called  goodwill.1 

1  Confer  J.  R.  Commons  “Legal  Foundations  Of 
Capitalism”  on  this. — Chapter  Five. 
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According  to  this  view,  the  present  day  com¬ 
plexity  of  our  products  permits  industry  to 
deceive  us,  and  goodwill  is  the  capitalization 
of  what  we  are  willing  to  pay  to  industry  for 
not  deceiving  us.  It  seems  to  the  writer  that 
it  would  not  be  all  of  this,  except  under  cir¬ 
cumstances  where  the  percentage  value  of  a 
good  and  its  cost  of  production  were  equal 
(with  “necessary  profits”  considered  as  a  cost 
of  production),  where  competition  existed, 
and  where  the  objective  differences  in  the 
quality  of  the  goods  were  discernable.  Under 
such  circumstances,  the  capitalized  value  of 
what  consumers  would  pay  for  service  by  one 
rather  than  by  another  producer  would  log¬ 
ically  be  goodwill.  What  is  called  “goodwill” 
today  seems  to  be  merely  the  capitalization  of 
the  difference  between  the  percentage  value  of 
the  product  of  an  industry  and  the  cost  of  pro¬ 
duction  of  that  product  by  the  industry.  This 
capitalized  difference — this  “goodwill” — goes 
to  the  industry  as  a  whole.  The  apportion¬ 
ment  of  the  “goodwill”  among  the  concerns 
in  the  industry  depends  upon  the  sales  com¬ 
petition  within  it. 

The  concerns  in  the  rubber  tire  industry  will 
take  the  difference  between  the  percentage 
value  of  tires  and  their  cost  of  production, 
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capitalize  this,  deduct  the  value  of  the  physical 
plants,  and  call  the  balance  “goodwill”, 
whether  the  public  has  confidence  in  the  tires 
or  not.  Suppose  that  suddenly  the  government 
should  decide  on  standards  for  all  tires,  and 
thus  make  all  tires  worthy  of  confidence.  The 
amount  of  “goodwill”  on  the  books  of  the  tire 
industry  would  not  decrease  in  the  least  as  a 
result  of  this,  except  for  the  little  which  it 
might  have  been  necessary  to  spend  in  an  in¬ 
creased  cost  of  production  due  to  an  improve¬ 
ment  in  quality  of  tires.  When  the  State 
passed  laws  requiring  the  pasteurization  of 
milk  and  a  minimum  of  butter  fat  in  it,  all  the 
people  had  confidence  in  the  milk  for  sale. 
There  was  then  no  occasion  to  pay  a  premium 
for  confidence  in  the  milk  produced,  and  yet 
this  had  no  effect  on  the  amount  of  “goodwill” 
on  the  books  of  the  milk  companies. 

In  order  to  see  the  functional  significance  of 
“goodwill”  in  our  economic  system,  let  us  look 
at  it  in  its  common  setting — on  the  books  of  a 
going  concern.  A  going  concern,  first  of  all, 
as  Professor  J.  R.  Commons  points  out,1  con¬ 
sists  of  two  parts;  a  going  plant  which  is  a 
producing  organization,  and  a  going  business 

JJ.  R.  Commons  “Legal  Foundations  of  Capitalism” — 
Chapter  V. 
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which  is  a  bargaining  organization.  The 
value  of  the  tangible  going  plant  is  equal  to 
what  it  would  cost  to  reproduce  it.  The  value 
of  the  going  business  is  equal  to  what  the  sale 
of  the  whole  business  would  bring  on  the  mar¬ 
ket.  The  difference  between  what  the  sale 
of  the  going  business  would  bring  in,  and  what 
the  sale  of  the  tangible  plant  would  bring  in, 
is  the  goodwill  of  the  going  concern. 

Much  confusion  is  experienced  in  under¬ 
standing  the  ownership  of  a  going  concern 
like  a  modern  corporation.  In  a  corporation, 
the  stockholders  own  the  claims  to  all  the  reve¬ 
nue,  that  is,  they  own  the  goodwill,  and  an 
artificial  person,  the  corporation,  owns  the 
plant.  The  ownership  of  only  the  plant  is 
valueless  because  it  entitles  one  to  no  revenue 
from  its  operation.  Thus,  while  the  assets  of 
a  going  concern  consist  of  the  claims  to  the 
revenue  owned  by  the  stockholders,  and  the 
going  plant  which  is  owned  by  the  corpora¬ 
tion,  it  is  only  the  claims  to  the  revenue,  that 
is,  to  the  so-called  goodwill,  which  is  bought 
and  sold  on  the  market  when  stocks  are  bought 
and  sold.  The  plant  only  becomes  valuable 
by  itself  when  the  concern  goes  bankrupt,  and 
the  plant  is  sold  on  the  market  for  what  it  will 
bring  as  so  much  equipment.  Most  modern 
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capital  is  not  a  fund  of  physical  goods,  but, 
rather,  the  capitalization  of  expected  earn¬ 
ings.  And  so  the  ownership  of  only  the  plant 
is  of  no  value  unless  the  income  expected  from 
its  operation  is  also  owned.  If  one  man  owns 
a  farm,  and  the  State  places  a  tax  on  it  equal 
to  the  net  operating  revenue,  the  farmer  must 
capitalize  his  farm  at  nothing.  If  a  concern 
earns  6%  on  its  investments,  and  the  current 
interest  rate  is  6%,  the  going  concern  will  be 
capitalized  at  the  amount  actually  invested  in 
the  business.  If,  for  example,  several  con¬ 
cerns  invest  a  total  of  one  million  dollars  in  an 
industry,  and  have  an  annual  net  income  of 
$60,000,  then,  with  interest  rates  at  6%,  they 
would  capitalize  their  business  at  one  million. 
Their  assets  would  consist  only  of  going 
plants.  No  “goodwill”  would  be  capitalized 
or  entered  on  their  books.  But  suppose  their 
annual  net  income  jumps  to  $120,000,  whik 
the  interest  rate  remains  the  same.  The  con¬ 
cerns  of  the  industry  would  now  capitalize  at 
two  million.  On  the  books  they  would  list  as 
assets  the  going  plants  for  one  million  and 
“goodwill”  for  another  million — and  this 
whether  there  was  confidence  in  the  goods  or 
not.  The  concerns  would  now  sell  this  mil¬ 
lion  dollars  worth  of  “goodwill”  on  the  mar- 
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ket.  One  million  dollars  more — an  unneeded 
million — would  thus  be  invested  in  the  indus¬ 
try,  and  the  people  as  consumers  would  now 
be  paying  6%  on  a  two  million  dollar  invest¬ 
ment,  instead  of  on  one  as  before.  As  far  as 
the  consumers  are  concerned  the  industry  has 
in  use  (the  equivalent  of )  twice  too  much  physi¬ 
cal  plant.  It  should  be  evident  from  this  that, 
as  far  as  the  consumer  is  concerned,  all  the 
goodwill  on  the  books  of  American  industry, 
which  represents  the  capitalization  of  a  net  in¬ 
come  which  is  over  and  above  that  which  is 
necessary  to  pay  interest  on  investment  and  a 
“necessary  profit”  to  entrepreneurs,  is  simply 
so  much  excess  plant.  It  makes  no  difference 
to  our  consumers  whether  an  industry  invests 
$100,000  in  a  plant,  retains  ownership  of  it, 
and  earns  60%  on  its  investment  (when  the 
difference  between  the  precentage  value  and 
the  cost  of  production  of  their  products  grows 
to  60  %  ) ,  or  whether  the  industry  capitalizes 
the  business  for  $1,000,000  at  6%  and  sells 
$900,000  worth  of  “goodwill”.  As  far  as  the 
consumer  is  concerned  the  industry  may  as 
well  have  9  extra  plants — each  running  one 
tenth  of  the  time — and  each  earning  6  %  profit. 

The  basic  relationships  of  industry,  in  terms 
of  value,  seem  to  the  writer  to  be  these :  The 
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value  of  the  products  of  an  industry  to  the 
consumers  is  measured  in  terms  of  income  to 
the  industry.  (In  reference  to  the  shoe  illus¬ 
tration  already  given  in  this  chapter,  this  per¬ 
centage  value  would  equal  2  %  )  The  value 
of  the  products  of  an  industry  to  the  industry 
itself  is  measured  in  terms  of  effort  or  produc¬ 
tion  cost.  (In  reference  to  the  shoe  illustra¬ 
tion  given  this  would  equal  1  %  ) .  The  dif¬ 
ference  between  these  two  values  when  capi¬ 
talized  gives  us  what  is  called  “goodwill”. 
(Incidentally,  in  passing,  the  price  paid  for 
any  article  by  the  individual  purchaser  is  the 
percentage  value  measured  in  terms  of  income 
to  the  industry,  (the  2%),  plus  or  minus  the 
subjective  evaluations  with  which  the  econom¬ 
ists  of  the  Austrian  school  have  been  so 
greatly  concerned.) 

From  the  discussion  in  this  chapter  it  should 
be  obvious  that  when  the  working  day  is  not 
systematically  shortened  to  make  wages  such 
a  large  item  in  the  cost  of  production  of  a 
good  that  they  boost  this  cost  of  production, 
measured  in  terms  of  total  effort,  to  where  it 
practically  equals  the  social  value  or  percent¬ 
age  value  of  that  good,  there  will  be  a  differ¬ 
ence,  an  income,  left  over  which  can  pay  inter¬ 
est  on  “goodwill” ,  on  excess  plant,  on  adver- 
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tising,  or  any  other  social  wastes  which  the 
controlers  of  capital  might  wish  to  inject. 

Political  economy  heretofore  has  reasoned 
that  it  was  only  necessary  to  stress  efficiency — 
to  cut  the  costs  of  production.  It  neglected 
to  look  into  the  social  estimates  of  goods — the 
percentage  values — and  failed  to  realize  that 
these  have  great  inertia.  It  assumed  that 
they  were  perfectly  elastic — “efficiency  re¬ 
lieves  men  for  other  productive  work.”  It 
failed  to  realize  that  the  percentage  value — 
the  social  estimate — of  a  good,  and  its  cost  of 
production  (with  wages  and  necessary  profits 
included  in  cost )  must  balance  or  an  artificial 
stabilization  of  demand  and  supply  with  all  its 
wastes  would  be  necessary . 

The  contention  of  this  book  is  that  the  costs 
of  production  of  goods  in  percentage  of  effort 
can  be  increased  to  equal  the  social  estimates 
in  percentage  of  value  by  means  of  a  shorter 
working  day  which,  through  a  labor  shortage, 
would  raise  wages ;  and  that  unless  this  is  done, 
the  artificial  stabilization  and  unstable  equi¬ 
librium  of  our  present  day  adjustment  will 
necessarily  increase. 

Today  when  the  working  day  is  not  short¬ 
ened,  and  the  effectiveness  of  labor  is  in¬ 
creased,  and  new  wants  are  not  introduced  as 
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rapidly  as  Labor  is  displaced,  industry  is 
forced  into  making  much  of  the  work  which  it 
has  to  do.  One  wray  of  doing  this  is  to  intro¬ 
duce  excess  plant  facilities  and  excess  capital. 
As  has  been  shown  this  affords  a  large  avenue 
of  escape,  and  what  is  more,  affords  a  profit¬ 
able  avenue  of  escape  for  capital.  A  shorter 
day  would  have  reduced  the  amount  of  capi¬ 
tal  which  was  forced  to  inject  itself  into  work 
which  did  not  need  it  because  it  would  have 
strengthened  the  bargaining  power  of  Labor, 
and  enabled  Labor  to  bargain  from  capital¬ 
ists  the  money  which  they  put  into  excess  plant 
and  industrial  “goodwill”.  Labor  would 
have  been  able  to  divert  the  capital  now  in¬ 
vested  in  excess  plant  and  goodwill  into  fac¬ 
tories  for  the  production  of  new  and,  to  it,  de¬ 
sirable  consumption  goods. 

When  the  working  day  is  kept  constant,  and 
society  has  a  fixed  number  of  wants,  or  at  least 
does  not  add  to  them  as  rapidly  as  machinery 
decreases  the  cost  of  producing  all  of  them, 
then  obviously  all  producers  must  make  much 
of  the  old  tasks.  There  are  many  ways  of  do¬ 
ing  this.  Injecting  excess  plant  and  capital 
are  two  major  ways.  Strikes,  layoffs,  and 
lockouts,  are  other  ways  which  wall  be  consid¬ 
ered  later. 
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How  the  Industrial  Situation  During 
the  War  Years  Showed  the  Desir¬ 
ability  and  Possibility  of  a 
Shorter  Working  Day. 

IT  HAS  been  shown  how  labor  was  able 
during  the  war  years  to  bargain  to  itself  a 
greater  share  of  the  products  of  produc¬ 
tion — how  the  percentage  going  to  wages  in¬ 
creased,  while  the  percentage  going  to  profits 
and  surplus  decreased. 

But  the  situation  during  the  world  war 
drove  home  more  than  the  single  lesson  that 
Labor  can  obtain,  whenever  a  “shortage”  of 
labor  exists,  a  larger  share  of  the  income  which 
normally  goes  to  profits  and  surplus;  for  it 
also  taught  us  what  might  be  expected  from  a 
general  shortening  of  the  working  day,  and 
also  some  idea  of  how  much  it  can  be  desir¬ 
ably  shortened.  Most  writers  on  economics 
have  overlooked  the  significance  of  the  wealth 
distribution  made  during  the  war  years;  they 
dismissed  the  conditions  of  the  time  as  “ab¬ 
normal”  and  consequently  failed  to  discover 
many  of  the  lessons  that  it  taught. 

David  Friday  has  this  to  say  on  the  indus- 

[122] 


Chapter  Six 


123 


trial  situation  of  the  time:1  “On  the  side  of 
industry  there  was  complete  employment  of 
labor.  Wages  were  high  and  profits  were 
large.  An  unprecedented  volume  of  product 
was  flowing  forth  from  our  factories  and 
workshops  .  .  .  At  that  time  we  accom¬ 

plished  the  amazing  feat  of  producing  enough 
so  that  we  were  able  to  devote  fifteen  billion 
dollars’  w’orth  of  product  to  the  support  of  our 
allies  and  to  the  prosecution  of  war  on  our 
own  account,  and  at  the  same  time  to  main¬ 
tain  the  great  mass  of  our  people  in  a  state  of 
comfort  fully  equal  to  that  which  they  had  en¬ 
joyed  in  times  of  peace. 

But  the  moment  the  armistice  came  the  word 
went  forth  that  this  state  of  affairs  could  not 
go  on,  that  wartime  profits  must  cease.  So 
much  we  had  rather  expected.  Likewise  high 
wages  and  the  “extravagant  living”  indulged 
in  by  the  laboring  classes  during  the  war  could 
no  longer  continue.  Now  it  really  does  ap¬ 
peal  to  one’s  common  sense  as  preposterous 
that  the  laborers  should  be  thoroughly  em¬ 
ployed  at  good  wages  and  should  enjoy  a  high 
standard  of  living  when  the  nation  was  wast¬ 
ing  fifteen  billions  a  year  upon  war,  but  should 
find  it  impossible  to  maintain  that  standard 


1  David  Friday — “Profits,  Wages,  and  Prices” — Page  2. 
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when  the  waste  of  products  had  ceased”. 
Why  should  it  take  a  bloody  war  to  realize  for 
us  the  dreams  of  peace? 

Stuart  Chase  gives  this  data  on  the  situa¬ 
tion:1  “In  April  of  1917  we  entered  the 
world  war.  We  entered  it  with  40,000,000 
workers  who,  between  them,  had  been  unable 
hitherto  to  provide  themselves  with  the  neces¬ 
sities  and  comforts  of  life.  Within  a  few 
months,  millions  of  the  strongest  and  health¬ 
iest  of  them  went  into  the  army,  into  the  navy, 
or  into  the  manufacture  of  powder,  battle¬ 
ships,  submarines,  poison  gases,  bayonets, 
rifles,  bombs,  gun-carriages,  aeroplanes.  The 
Secretary  of  War  in  his  annual  report  for  the 
year  1918  gives  us  the  division  of  manpower 
as  follows: 


Number 

Per  Cent 

Men  in  France  fighting 

1,400,000 

4.7 

Men  in  France  behind  lines  _ 

600,000 

2.0 

Men  in  army,  United  States _ 

1,700,000 

5.7 

Men  in  navy  _ 

550,000 

1.8 

Total  army  and  navy 

4,250,000 

14.2 

Men  in  war  work. 

7,150,000 

23.8 

Total  unproductive 

11,400,000 

38.0 

Men  in  non-war  work 

18,600,000 

62.0 

Total  men  of  producing  age _ 

30,000,000 

100.0 

Old  men  and  boys 

24,000,000 

Total  males 

54,000,000 

Women  in  war  work 

2,250,000 

Total  women  gainfully  em- 

ployed 

9,000,000 

(estimated) 

1  Stuart  Chase — “Tragedy  of  Waste” — Page  6. 
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Thus,  of  30,000,000  men  of  producing  age, 
over  4,000,000  went  into  the  army  and  navy, 
and  7,000,000  into  munitions  and  war  work,  a 
total  of  over  11,000,000  or  38  per  cent  of  the 
available  man  power.  Meanwhile  2,000,000 
women  out  of  a  total  of  perhaps  9,000,000 
gainfully  employed,  entered  war  work.  Some 
of  these  women  came  into  industry  for  the 
first  time,  some  simply  transferred  from  tex¬ 
tiles  to  gun  cotton.  Out  of  the  grand  total 
of  some  40,000,000  gainfully  employed  no 
less  than  13,500,000  turned  warriors,  or  to  the 
manufacture  of  equipment  for  warriors.  We 
cannot,  however,  consider  this  total  as  entirely 
non-productive,  for  a  certain  fraction  of  the 
war  workers  were  engaged  in  making  uni¬ 
forms  and  boots  and  other  prime  necessities 
which  the  men  in  the  army  needed,  war  or  no 
war.  A  conservative  estimate  would  seem  to 
indicate  at  least  ten  millions  of  true  non-pro¬ 
ducers,  or  one  quarter  of  the  total  labor  pow¬ 
er”.  One  worker  out  of  every  four  was  thus 
for  all  economic  purposes  idle.  From  the 
standpoint  of  utility  the  working  day  was  only 
three-fourths  as  long  as  we  at  the  time  thought 
it  to  be.  We  had  in  effect  decreased  the 
length  of  the  working  day  by  one  quarter. 

Despite  the  great  squandering  of  human 
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energy  indicated  above — a  misapplication  of 
effort  so  great  that  many  economists  thought 
the  economic  machine  would  break — the  actual 
total  physical  production  of  staple  commodi¬ 
ties  actually  increased  instead  of,  as  was  ex¬ 
pected,  decreased.  After  computing  a  series 
of  indices  on  the  variations  in  production  for 
ninety  staple  commodities  George  H.  Hull 
cncludes  that  “the  physical  volume  of  output 
shows  an  increase  from  100  in  1913  to  116  in 
1918”. 1  The  index  number  of  the  physical 
production  of  commodities  by  weight  (not 
money)  increased  from  112  (1911-1913  taken 
as  100)  in  1915,  to  124  in  1917,  to  125  in  1918. 
The  United  States  Council  of  National  De¬ 
fense  after  an  exhaustive  study  of  the  situa¬ 
tion  declared:  “America’s  industrial  and 
economic  achievements  during  the  war,  not¬ 
withstanding  depleted  man-power  and  diver¬ 
sion  of  productive  effort  to  war  purposes,  dem¬ 
onstrates  the  ample  ability  of  the  nation  to 
sustain  its  population  according  to  a  standard 
of  living  equal  to  or  above  standards  which  ob¬ 
tained  previous  to  the  war”.1 

‘Panics  versus  Depressions  (Adapted  from  Industrial 
Depressions,  pp.  18-20,  Copyright  by  Frederick  A. 
Stopes,  1911)  for  U.  of  W.  U.  E.  D.  Cor.  Study  Dept., 
Pol.  Econ.,  Course  11. 

‘Stuart  Chase — “The  Tragedy  of  Waste” — Page  6. 


Chapter  Six 


127 


This  increased  productivity  can  not  be  at¬ 
tributed  to  large  numbers  of  women  and  old 
men  entering  war  work  because  these  have  al¬ 
ready  been  considered  in  the  table  of  available 
man-power  given  above  and  their  contribu¬ 
tions  were  insignificant. 

Xor  can  it  be  attributed  to  longer  daily 
hours  of  labor,  (although  there  is  no  doubt 
that  millions  normally  unemployed  found 
work  and  that  other  millions  were  more  stead¬ 
ily  at  work).  Surprising  as  it  may  seem,  the 
length  of  the  working  day  varies  very  little  be¬ 
tween  boom  years  and  dull  years,  although  the 
number  of  men  employed  varies  greatly. 
Willford  King  after  an  exhaustive  study2  esti¬ 
mates  that  the  full  time  hours  per  week  for  the 
average  employee  in  all  sizes  of  factories  in 
the  continental  United  States  decreased  only 
from  50.3  for  the  second  quarter  of  the  boom 
year  1920,  to  49.6  for  the  second  quarter  of  the 
very  poor  year  1921.  Furthermore,  if  P.  S. 
Florence’s  studies  on  “Fatigue  and  Unrest” 
are  valid,  productivity  would  not  have  been  in¬ 
creased  in  the  least,  anyway,  by  lengthening 
the  working  day  to  more  than  8  hours  a  day. 


2  Willford  King — “Inquiry  into  the  Subject  of  Employ¬ 
ment  Hours  in  Prosperity  and  Depressions  in  the  United 
States”— 1920-21. 
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Nor  can  the  greater  production  be  attri¬ 
buted  to  a  greater  increased  effort  on  the  part 
of  the  individual  laborer,  on  the  supposition 
that  he  was  imbued  with  a  stimulating  patriot¬ 
ism.  As  a  matter  of  fact  the  worker  took  it 
very  easy  during  the  war.  He  knew  that  if 
he  were  turned  out  of  one  job,  there  were 
numberless  others  waiting  to  receive  him. 
David  Friday  states3  that  it  was  the  general 
opinion  in  1920  among  employers  and  man¬ 
agers  that  the  efficiency  of  labor  was  as  low  as 
60  per  cent  of  its  1914  level.  The  writer  once 
worked  for  the  Michigan  Public  Utilities  Com¬ 
pany  and  remembers  that  in  its  evaluation 
work  of  railroad  property  it  computed  labor  in 
1919  as  being  65  per  cent  as  efficient  as  in  1914. 
Despite  this  fact,  the  quantity  of  product  in¬ 
creased,  and  Labor’s  share  of  the  product  in¬ 
creased.  “According  to  the  figures  of  the  Na¬ 
tional  Bureau  of  Economic  Research,  the 
workers  increased  their  relative  share  of  the 
national  income  in  1918  as  against  property 
owners,  the  total  rising  from  68.9%  in  1917  to 
77.3%  in  1918  ...  Mr.  David  Friday 

maintains  that  production  increased  sharply 
by  weight  during  the  war,  that  the  standard 


s  David  Friday — “Profits,  Wages  and  Prices” — Page  109. 
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of  living  rose,  and  that  workers’  savings  ac¬ 
cumulated  as  never  before.  While  it  is  not 
proved  that  real  wages — as  contrasted  with 
money  wages,  rose,  the  fact  that  more  mem¬ 
bers  of  the  family  tended  to  be  at  work  and 
more  steadily  at  work,  operated  to  give  the 
family  a  greater  net  purchasing  power  in 
terms  of  actual  goods”.1 

Many  people,  lost  in  a  price  economy,  will 
remark  that  these  conditions  could  not  have 
lasted,  because,  during  the  war,  we  were  con¬ 
tinually  running  into  debt.  They  forget  that 
the  government  debt  which  we  incurred  ap¬ 
pears  on  the  other  side  of  the  ledger  as  the  as¬ 
sets  of  our  citizens.  These  paper  claims  to 
readjustment  could  all  have  been  torn  in  two 
and  it  would  have  been  found  that  we  had  pro¬ 
duced,  not  only  all  that  we  had  consumed,  but 
much  additional  for  Europe  as  well.  There 
may,  however,  be  some  basis  for  their  view  on 
the  grounds  that  depreciation  and  replace¬ 
ments  of  factory  parts  were  not  adequately 
allowed  for.  The  prodigious  activity  that 
took  place  for  a  short  time  after  the  termina¬ 
tion  of  the  war  seems  to  bear  out  the  view 
that  factories  had  not  kept  themselves  in  the 


‘Stuart  Chase — “The  Tragedy  of  Waste” — Pages  6-7. 
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proper  functional  condition.  But  one  must 
remember  that  much  of  this  post  war  activity 
aimed  to  satisfy  not  only  depreciation,  but 
many  of  the  pent-up  wants  for  superfluities 
which  the  war  period  had  neglected.  This 
was  the  time  when  the  long  longed-for  Cadil¬ 
lac  was  made.  But  even  should  statistics  show 
that  the  fine  industrial  conditions  of  war  time 
were  partly  at  the  expense  of  capital  plant, 
and  that  the  plants  had  to  be  repaired  after  the 
war,  yet,  inasmuch  as  the  industrial  conditions 
were  fine  during  this  latter  period  also,  the 
whole  period  from  1915  to  1920 — the  time  of 
the  spree  and  the  sobering  up — was  indus¬ 
trially  desirable.  If  we  could  go  repeatedly 
on  a  production  spree  for  three  years  and  sober 
up  for  one  year,  time  after  time,  always  with 
the  result  that  we  enjoy  a  good  distribution  of 
wealth,  we  ought  to  substitute  such  an  indus¬ 
trial  cycle  for  the  other  well  known  and  less 
agreeable  one.  But  bear  in  mind  that  indulg¬ 
ing  in  a  spree  of  useless  production  is  eco¬ 
nomically  the  same  as  being  idle — the  same  as 
shortening  the  length  of  the  working  day. 

But  how  shall  we  account  for  the  paradox 
that  the  total  production  of  the  nation  in¬ 
creased  between  20  and  25  per  cent,  while 
labor  loafed  so  much  that  its  productive  effi- 
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ciency  was  only  60  per  cent  of  the  pre-war 
level,  and  twenty-five  per  cent  of  our  laborers 
were  economically  idle?  The  explanation  lies 
in  the  fact  that  during  the  war  period  the  fac¬ 
tory  owners  ceased  their  customary  and  de¬ 
liberate  curtailment  of  production — their  sabo¬ 
tage  of  industry,  as  Veblen  describes  it.  For 
once  the  factories  did  not  consciously  restrict 
their  output ;  they  laid  off  no  men,  they  closed 
no  plants,  but  rather,  on  the  whole,  they  ran 
full  blast.  The  deadening  fear  of  “overpro¬ 
duction”  was  for  once  removed,  all  wheels 
were  allowed  to  turn,  no  one  was  forced  to  try 
to  inject  new  wants,  to  elaborate  old  ones,  or 
to  inject  new  excess  plant  into  old  industries. 

There  was  no  need  to  manufacture  endless 
varieties  of  every  kind  of  good,  all  the  manu¬ 
facturers  had  enough  work  to  keep  busy,  and 
so  when  the  government,  in  its  management  of 
industry,  began  to  simplify  and  standardize 
industry,  there  existed  no  economic  motive  for 
the  manufacturers  to  oppose  the  move.  It  is 
easy  to  understand  how  production  increased, 
even  though  labor  loafed,  when  one  pictures 
the  economics  that  resulted  when  the  govern¬ 
ment  “cut  the  styles  of  stoves  and  heaters  75 
per  cent,  eliminated  5,500  styles  in  rubber 
footwear,  cut  tire  varieties  from  287  to  32,  cut 


132 


Chapter  Six 


shoe  colors  from  81  to  6,  cut  trunks  to  6  sizes, 
reduced  washing  machine  styles  from  446  to 
18,  and  eliminated  90  per  cent  of  household 
wringer  styles,  cut  pocket  knives  from  300 
styles  to  45,  plows  from  312  to  76,  harrows 
from  589  to  38,  and  saved  600,000  barrels  of 
flour  by  improved  bread  marketing  methods”.1 
The  explanation  thus  lay  in  industry's  release 
from  the  necessity  of  manufacturing  new  va¬ 
rieties,  and  from  the  necessity  of  stifling  pro¬ 
duction.  During  the  war  we  injected  a  new 
huge  and  urgent  want,  namely  the  desire  for 
immense  amounts  of  war  supplies  into  our  list 
of  other  wants.  Our  desire  for  war  wants  was 
so  intense  that  we  regarded  these  wants  as 
“necessities”,  not  as  superfluities.  At  the 
time  shells  were  more  urgently  wanted  than 
sugar.  The  social  effect  was  that  more  of  our 
total  working  effort  went  into  the  production 
of  “necessities”,  and  less  into  the  production 
of  “superfluities”.  Distribution  improved  be¬ 
cause  the  demand  for  Labor  to  produce  the 
“necessities”  Was  greater  than  the  available 
supply.  The  few  wants  which  were  left  un¬ 
satisfied  were  largely  those  for  luxuries,  wants 
which  previously  had  been  very  largely  cre- 


1  Stuart  Chase— “The  Tragedy  of  Waste”— Page  9. 
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ated  in  desperation  by  displaced  labor  and 
capital. 

We  could  have,  at  any  time,  the  fine  indus¬ 
trial  conditions  existing  during  war  time,  if  we 
but  sent  four  million  of  our  workers  to  Europe 
again  and  assigned  seven  million  more  to  mak¬ 
ing  goods  for  them  at  home.  All  eleven  mil¬ 
lion  could  play  at  war — the  shells  could  all  be 
duds,  or  fired  into  the  sea,  or  aimed  to  miss, 
the  whole  act  could  be  a  farce.  And  we  would 
obtain  fine  economic  conditions  from  the  un¬ 
dertaking;  that  is  of  course,  if  we  played  the 
game  seriously.  Or  we  could  send  four  mil¬ 
lion  men  to  look  for  four-leafed  clovers  out  in 
No-Man’s-land— assign  seven  million  at  home 
to  designing,  building  and  shipping  delicate 
instruments  with  which  to  dig  them,  grade 
them,  measure  them,  mount  them, — and  we 
would  again  enjoy  the  fine  distribution  of  war 
time — all  the  while  providing,  of  course,  that 
we  wanted  four-leafed  clovers  as  imperatively 
as  we  at  one  time  wanted  to  “save  the  world 
for  democracy”.  Or  we  could  put  four  mil¬ 
lion  of  our  men  in  schools  and  assign  seven 
million  more  to  act  as  football  coaches  or  sta¬ 
dium  builders  and  we  would  have  similar  in¬ 
dustrial  conditions.  Or,  if  this  last  supposi¬ 
tion  was  not  the  granting  of  leisure,  we  could 
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simply  grant  the  eleven  million  a  perfect  leis¬ 
ure.  This  leisure  could  be  given  entirely  to 
one  group,  the  eleven  million,  or  it  could  be 
evenly  divided  among  the  other  30,000,000 
workers,  in  which  case  we  would  be  having 
about  a  six  hour  working  day.  We  could 
have  more  leisure  and  higher  wages  tomor¬ 
row  if  the  working  day  were  shortened,  be¬ 
cause  this  would  automatically  force  industry 
to  pay  more  for  the  “undersupply”  of  labor, 
remove  from  industry  its  fear  of  “overproduc¬ 
tion”,  at  the  same  time  that  it  would  be  forc¬ 
ing  an  exchange  of  luxury  for  leisure. 

At  this  point,  many  lost  in  the  classical  price 
economy  will  be  confused.  How,  they  ask, 
can  wages  be  as  high  or  higher  than  before  if 
the  day  is  shortened?  Will  not  the  laborer’s 
share  of  the  product  and  his  commodity  in¬ 
come  necessarily  decrease  with  each  decrease 
in  working  hours?  They  assume  a  smaller 
productivity  with  shorter  working  hours,  and 
assume  that  shorter  hours  causes  it.  They  do 
not  see  that  the  retention  of  the  long  working 
day,  by  inducing  a  situation  wherein  reluct¬ 
antly  wanted  goods  must  be  manufactured, 
actually  undermines  Labor’s  bargaining  pow¬ 
er  so  that  Labor  can  not  buy  back  what  it  pro¬ 
duces — and  that  our  plants  are  placed  in  a 
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position  where  they  must  resort  to  all  sorts  of 
inefficiencies — wastes  of  productive  capacities 
— order  to  all  get  in  on  the  game.  They 
overlook  the  fact  that  by  forcing  industry  to 
the  production  of  consumption  goods  which 
are  not  spontaneously  wanted,  industry  in  its 
attempted  adjustments  snuffs  out  more  pro¬ 
ductive  capacity  than  can  be  released  in  a  few 
extra  hours  of  artificial  activity.  By  creating 
a  lag  in  the  demand  for  labor,  Labor’s  bar¬ 
gaining  power  is  undermined  and  conse¬ 
quently  a  lopsided  distribution  of  wealth  is 
brought  about  which  causes  capital  to  (1) 
waste  productive  capacity  by  investing  in  ex¬ 
cess  plant,  by  (2)  advertising,  by  (3)  sales¬ 
men  and  other  “distribution”  wastes,  by  (4) 
deliberately  injecting  a  demand  for  new  un¬ 
stable  “wants”,  (5)  by  pitting  manufacturers 
against  standardization  of  products  and  the 
simplification  of  types,  by  (6)  causing  it  to 
shut  down  its  plants  because  Labor  has  not  the 
income  with  which  to  buy  back  its  products, 
by  (7)  making  it  to  Labor’s  economic  interest 
to  loaf  on  the  job.  They  have  failed  to  ob¬ 
serve  that  when  only  goods  like  necessities, 
which  are  whole-heartedly  demanded  by  so¬ 
ciety,  are  produced,  the  demand  for  labor  is 
more  imperative,  and  wages  are  consequently 


136 


Chapter  Six 


higher  than  when  goods  are  dealt  with,  the  de¬ 
mand  for  which  is  in  the  process  of  formation. 

But  how,  some  ask,  does  one  know  that 
shortening  the  day  will  tend  to  wipe  out  the 
superfluous  industries  and  not  the  others? 
An  example  will  serve  to  illustrate  how  super¬ 
fluities  are  wiped  out  at  the  expense  of  neces¬ 
sities,  and  how  wages  are  affected,  when  the 
day  is  shortened: 

Suppose  a  community  to  exist  wherein  50 
per  cent  of  the  workers  make  necessities,  40 
per  cent  make  superfluities,  and  10  per  cent 
are  idle.  In  such  a  community  Labor  is  ob¬ 
viously  at  a  disadvantage  in  bargaining.  Sup¬ 
pose  now  that  a  10  hour  day  exists,  and  that 
a  certain  wage,  say  5  dollars,  is  paid  to  every¬ 
one.  Suppose  that  (instead  of  doubling  the 
demand  for  “necessities”  (imperatively  want¬ 
ed  goods)  as  we  tended  to  do  during  the  war) 
we  imagine  the  day  to  be  shortened  by  one- 
half.  Then  all  activity  will  tend  to  satisfy  the 
demand  for  “necessities”  first  of  all,  just  as  it 
did  during  the  war.  Of  course,  if  the  com¬ 
munity  decided  upon  a  5  hour  working  day, 
the  employers  would  get  angry  and  cut  wages 
in  half.  But  what  happens?  The  workers, 
with  only  half  as  much  to  spend,  will  in  the 
main  expend  their  income  for  necessities. 
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They  will  buy  bread  and  let  the  jewelry  re¬ 
main  in  the  windows.  But  when  the  bread 
manufacturers  find  that  the  demand  for  bread 
— for  imperatively  wanted  goods — remains 
practically  constant,  they  realize  that  they 
will  have  to  have  twice  as  large  a  working 
force  because  each  one  of  their  old  workers 
now  works  but  half  as  long.  The  manufac¬ 
turers  of  necessities  (or  imperatively  wanted 
goods)  will  now  require  100%  of  the  com¬ 
munity’s  workers  instead  of  only  50%  as  be¬ 
fore  in  order  to  carry  on  their  industry. 
These  manufacturers  find  that  the  only  labor¬ 
ers  available  are  the  jewelers  and  other  pro¬ 
ducers  of  superfluities  whom  the  laborers  can 
not  now  keep  busy  because  of  the  50%  cut  in 
wages  which  they,  as  laborers,  have  sustained. 
These  producers  of  superfluities  are  then  re¬ 
quired  to  work  for  the  wheat  producers,  and 
all  men  are  again  employed.  At  this  moment 
Labor  is  being  paid  with  5  hours  of  leisure  and 
5  hours  worth  of  imperatively  wanted  goods, 
instead  of  'with  5  hours  worth  of  superfluous 
goods  and  5  hours  worth  of  imperatively 
wanted  goods.  But  now,  even  though  all 
workers  are  employed  at  “necessary”  activity, 
the  richer  income  groups  will  want  workers  to 
satisfy  their  old  demands  for  superfluities  as 
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well  as  their  newly  devised  wants  and  a  “short¬ 
age”  of  labor  will  result.  Such  a  situation 
will,  of  course,  permit  Labor  to  bargain  to  it¬ 
self  a  bigger  share  of  the  product.  When 
this  situation  is  eventually  obtained,  when  the 
“supply”  of  labor  becomes  less  than  the  “de¬ 
mand”  for  it,  when  Labor  has  obtained  the  up¬ 
per  hand,  then  the  new  wants,  which  are  intro¬ 
duced  with  later  increases  in  efficiency,  will 
cater  to  Labor’s  purchasing  power  and  not  to 
that  of  the  upper  income  groups;  working¬ 
men’s  homes  will  then  supplant  the  summer 
cottages  of  the  rich,  meat  for  the  poor  will  dis¬ 
place  “service”  for  the  rich,  and  good  clothes 
for  the  many  will  displace  styles  for  the  few. 
Industrial  production  will  also  speed  up  be¬ 
cause  the  manufacturers  will  have  plenty  of 
work  to  do — they  will  have  no  incentive  to  cur¬ 
tail  production,  to  waste  in  advertising,  to  in¬ 
ject  excess  plant  facilities,  or  to  oppose  stand¬ 
ardization  of  manufacture,  they  will  be  forced 
to  resort  to  efficiency  rather  than  exploitation. 
The  community  will  have  exchanged  luxury 
for  leisure,  it  will  have  increased  the  share  of 
necessary  goods  going  to  Labor,  and  it  will 
have  removed  from  industry  the  incentive  to 
curtail  production  and  to  inject  new  wants. 
This  community  might  be  the  United  States. 


Chapter  Seven. 


How  Waste  of  Industrial  Method  Re¬ 
sults  from  the  Retention  of  a  Long 
Working  Day. 

THE  preceding  chapter  explains  how 
social  waste  occurs  when  industry  is 
forced  to  inject  new  wants.  But 
waste  is  of  two  kinds,  one  of  ends  and  one  of 
methods.  The  preceding  chapters  deal  main¬ 
ly  with  the  waste  of  ends.  The  waste  of 
methods  is  very  frequently  considered  in  eco¬ 
nomic  literature,  but  the  waste  of  ends  prac- 
ticallv  never.  Very  much  has  been  written  on 
the  losses  due  to  antiquated  methods,  old 
equipment,  rapid  labor  turnover,  seasonal  un¬ 
employment,  but  all  this  is  to  little  purpose. 
To  remove  these  inefficiencies  at  a  time  when 
an  “oversupply”  of  labor  prevails,  simply 
means  that  more  “wants”  must  be  devised  for 
the  richer  groups  whose  incomes  determine  the 
course  of  the  new  production.  This  chapter 
aims  to  show  some  of  the  wastes  of  method  to 
which  industry  resorts,  and  to  which  it  is  ad¬ 
visable  for  it  to  resort  under  a  long  working 
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day  but  which  would  be  removed  automatic¬ 
ally  by  shortening  the  working  day. 

Besides  the  wastes  of  plant  duplication, 
already  discussed,  our  industrial  organism,  by 
reason  of  its  mechanism,  permits  other  indus¬ 
trial  wastes  of  method  to  creep  in.  The 
manufacturer  of  shoes  who  does  not  worry 
over  a  competition  based  on  variations  in 
quality  of  product,  because  of  the  difficulty 
with  which  this  is  discerned,  does,  however, 
worry  over  the  public’s  familiarity  with  his 
product,  or  rather,  with  the  notoriety  of  his 
product.  And  so  he  indulges  in  the  waste  of 
advertising  (or  what  would  be  waste  under  a 
shorter  day).  (The  private  individual  too, 
finds  that  he  can  retreat  into  advertising  as  an 
occupation  whenever  he  is  displaced  by  ma¬ 
chinery.  Some  may  contend  that  advertising 
is  economically  efficient  in  that  it  makes  for 
greater  production  and  lower  unit  costs,  but 
one  must  remember  that  the  game  of  produc¬ 
tion  is  played  in  a  closed  market  for  that  72  per 
cent  of  the  poor  people  who  have  incomes  of 
less  than  $1,500  a  year.  These  people  may 
be  induced  to  discard  a  pointed  shoe  for  a 
rounded  one,  or  to  buy  twice  as  many  pairs  of 
shoes,  in  which  case  their  consumption  of 
other  goods  suffers — ,  but  in  both  cases  adver- 
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tising  is  merely  social  waste.  Some  little  part 
of  advertising  may  be  informative  but  most 
all  of  it  is  competitive  sales  forcing.  The  eco¬ 
nomic  process  which  makes  possible  plant 
duplication  has  already  been  explained.  It 
takes  place  by  permitting  that  amount  of 
capital  to  be  invested  in  the  production  of  any 
good,  for  which  the  difference  between  the 
(percentage)  value  of  the  product  and  its  cost 
of  production,  suffices  to  pay  interest.  The 
manufacturer  finds  that,  in  the  competitive 
advertising  war  in  which  he  is  forced  to  engage, 
he  can  add  advertising  costs  to  these  “costs  of 
production''  to  use  up  any  difference  which 
may  exist  between  the  social  value  and  the  cost 
of  production  of  any  particular  good,  instead 
of  using  this  difference  to  pay  interest  an  addi¬ 
tional  capital  which  he  would  be  likely  to  in¬ 
vest  in  excess  plant.  The  manufacturers  of 
tires  could  extract  1100  per  cent  of  the  1200 
per  cent  of  the  capital  now  invested  in  excess 
plant  capacity  and  invest  it  in  billboards,  ad¬ 
vertising,  salesmen,  or  overhead  commerce  as¬ 
sociations,  without  affecting  prices  in  the  least. 
Advertising  and  its  allied  wastes  are  simply 
industry’s  alternative  forms  of  adjustment  to 
the  necessity  of  keeping  busy  during  a  long 
working  day,  under  circumstances  which  pre- 
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vent  Labor  from  determining  the  course  of 
the  new  production. 

There  seems  to  be  no  force  in  modern  capi¬ 
talism,  other  than  the  injection  of  new  wants 
for  the  people  in  the  upper  income  groups, 
which  tends  to  prevent  all  the  savings  of  effi¬ 
ciency  from  being  expended  in  excess  plant  or 
competitive  distribution.  Should  two  similar 
concerns  each  have  one  salesman  on  the  road 
in  a  given  territory,  and  one  concern  adds  a 
second  salesman,  other  things  being  equal,  the 
concern  which  hired  the  second  salesman 
would  get  two  thirds  instead  of  one  half  of  the 
business.  The  concern  with  only  one  agent 
would  have  to  add  a  second  salesman  in  self 
defence  to  again  get  one  half  of  the  business. 
This  competitive  waste  is  made  possible  and 
almost  necessary  when  a  shortening  of  the  day 
does  not  demand,  for  necessary  work,  the 
services  of  all  those  engaged  in  useless  distri¬ 
bution — those  who  constitute  the  immense 
machinery  for  creating  new  demands  and  silly 
preferences. 

During  the  forty  years,  1880  to  1920, 1  while 
population  doubled,  the  Census  shows  that 
office  workers  increased  by  seventeen  times. 


1  Stuart  Chase — “The  Tragedy  of  Waste” — Page  211. 
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This  increase  will  tend  to  grow.  As  goods 
become  less  spontaneously  wanted,  propor¬ 
tionately  more  salesmen  will  be  required  to 
create  a  demand  for  them.  It  will  take  10 
salesmen,  advertisers,  and  agents  to  convince 
Man  to  wear  spats  for  every  one  who  con¬ 
vinces  him  to  wear  fancy  shoes.  The  further 
we  move  from  necessities  the  harder  must  the 
salesman  push.  “Mr.  Sidney  A.  Reeve2  after 
unheard  of  statistical  labors  in  analyzing 
the  Decennial  Census,  gives  the  following 
growth  in  “commercial  effort”  (distribution 
plus  overhead)  as  against  producing  effort”. 


Production 

“Commercial  Effort 

Effort 

(Selling  plus 
Distribution) 

1850  _  _ 

80.2% 

19.8% 

1860 

75.1 

24.9 

1870  _ - 

72.0 

28.0 

1880 

.  _  _  67.2 

32.8 

1890 

63.3 

36.7 

1900  _ - 

59.9 

40.1 

1910 

_  _  53.5 

46.5 

1920 

49.6 

50.4 

It  has  been  explained  how  it  is  possible  for 
this  shift  to  take  place— for  economies  in  pro¬ 
duction  to  be  nullified  by  increased  efforts  at 
distribution.  It  should  be  noticed,  in  addi¬ 
tion,  in  this  connection,  that  this  term  “distri¬ 
bution”  is  an  unfortunate  one  for  it  includes  in 


2  Ibid— Page  213. 
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a  single  classification  the  salesman  and  the 
truck  driver,  the  window  dresser  and  the 
brakeman,  the  yelper  and  the  worker. 

With  a  shorter  day,  and  Labor  in  demand, 
the  industrial  waste  due  to  strikes  would, 
at  first,  undoubtedly  increase.  During  the 
war  period,  1916-1921,  when  Labor  was  very 
independent,  the  average  number  of  strikers 
per  year  was  1,790,000,  while  from  1891  to 
1905  it  was  only  400,000.  During  1916-1921 
the  loss  due  to  strikes  was  equivalent  to  the 
continuous  idleness  of  180,000  men.1  This 
average  loss  would  at  least  be  likely  to  con¬ 
tinue  under  a  shorter  day  until  Labor  had 
bargained  to  itself  all  that  which  productivity 
could  afford  to  give  it — until  it  actually  en¬ 
dangered  the  extinction  of  the  entrepreneur 
and  capitalist,  the  factors  which  proverbially 
are  the  hens  which  lay  the  golden  eggs. 

On  the  other  hand,  employers  would  find  it 
impossible  to  maintain  their  staffs  of  private 
guards,  professional  strike-brakers,  detectives, 
labor  spies,  etc.  These  men  would  leave  for 
more  congenial  work,  because  the  Capitalists 
would  find  that  conditions  would  not  permit 
them  to  punish  Labor — that  it  would  now  be 


1  Stuart  Chase— “The  Tragedy  of  Waste”. 
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Labor’s  turn  to  be  independent.  At  present 
Capital  enlists  in  but  three  of  its  agencies, — 
Pinkerton,  Burns,  and  Thiel — a  number  esti¬ 
mated  at  135, 000. 2  The  elimination  of  the  oc¬ 
cupations  of  these  men  would  almost  balance 
the  loss  of  the  180,000  or  more  workers  who 
would  very  likely  be  out  on  strike  under  a 
shorter  day. 

The  great  productivity  current  during  the 
war  period  has  already  been  attributed  in  an 
earlier  chapter  to  the  release  of  management 
from  its  compulsion  to  sabotage  industry. 
This  of  course  would  be  the  greatest  waste 
which  the  shorter  day  would  eliminate.  We 
did  not  have  a  complete  cessation  of  the  stif¬ 
ling  of  industry  in  1915-1920,  and  yet  in  1918 
with  25  per  cent  of  our  workers  idle,  as  far  as 
economic  considerations  are  concerned,  the  in¬ 
dex  of  our  production  based  on  90  staple  com¬ 
modities  was  116  compared  with  100  for  the 
year  1913. 3  With  all  Labor  and  capital  in 
demand,  there  would  be  little  objection  on  the 
part  of  employers,  as  we  saw  during  the  war, 
to  wholesale  standardization,  to  the  gradual 
elimination  of  excess  plant,  and  to  the  elim¬ 
ination  of  the  enforced  varities  of  everything 

2  Ibid— Page  135. 

3  See  Chap.  VI,  Page  126. 
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we  have.  This  would  make  for  a  genuine  effi¬ 
ciency  of  production. 

As  conditions  now  are,  the  manufacturer 
who  improves  the  quality  of  his  product  finds 
that  by  making  it  last  longer  he  losses  in  busi¬ 
ness  sales.  .  .  .  “When,  as  in  the  case  of 

the  tire  industry,  quality  and  wearing  power 
have  been  increased  (in  1924)  to  an  average 
life  per  tire  of  1  year  and  8  months  as  against 
1  year  and  4  months  in  1920,  the  Cleveland 
Trust  Company  in  its  official  bulletin  of  Sep¬ 
tember  15,  1924,  remarks:  ‘These  figures  ex¬ 
plain  some  of  the  troubles  that  have  beset  the 
tire  industry,  which  has  been  penalized  for  the 
marked  success  in  improving  the  product.’  ” 

“How  penalized?  By  slower  turnover,  the 
loss  of  sales.  Could  the  drive  behind  adulter¬ 
ation  be  more  effectively  illustrated?”  2  The 
manufacturer’s  economic  interest  in  adultera¬ 
tion  would  tend  to  disappear  with  the  disap¬ 
pearance  of  his  fear  of  having  to  close  down 
should  his  productivity  increase.  Under  a 
shorter  day,  as  during  the  war,  the  manufac¬ 
turers  would  be  making  mostly  “necessities”, 
i.  e.  imperatively  wanted  goods.  (During  the 
war  shells  were  regarded  as  “necessities”.) 


2  Stuart  Chase — “The  Tragedy  of  Waste” — Page  74. 
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As  a  result,  the  manufacturers  who  would  seek 
to  produce  enforced  and  artificial  wants  would 
only  make  Labor  more  scarce  and  wages 
higher.  This  would  cause  the  manufacturers 
of  necessities  to  have  an  economic  interest  in 
opposing  the  production  of  new  wants.  To¬ 
day,  perhaps  the  majority  of  our  manufac¬ 
turers  make  a  living  by  catering  to  the  “higher 
wants”  and  consequently  there  is  no  organized 
opposition  to  their  creation. 

Wastes  due  to  idleness  would  on  the  whole 
disappear.  During  the  latter  part  of  the 
world  war  we  reached  what  was  perhaps  the 
lowest  point  ever  attained  in  unemployment. 
It  was  estimated  by  the  Federated  Engineer¬ 
ing  Societies  to  be  but  “at  least  one  million”.3 
This  was  less  than  3  per  cent  of  the  working 
force,  a  percentage  which  can  be  regarded  as 
a  residual  minimum,  whereas  in  normal  times 
10  per  cent  are  unemployed.* 1  Seven  per  cent, 
then,  (of  the  10  per  cent)  of  the  workers  who 
“normally”  waste  their  energies  by  walking 
the  streets  in  search  of  work  would  contribute 
their  efforts  toward  production  under  a  short¬ 
er  working  day. 

‘Stuart  Chase — “The  Tragedy  of  Waste” — Page  131. 

1  See  Chapter  3,  Page  63. 
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Moreover,  with  labor  always  kept  in  de¬ 
mand  by  a  decrease  in  hours,  the  wastes  due 
to  crises  would  also  not  occur. 

The  savings  due  to  efficient  technique  lead 
today  more  frequently  to  the  injection  of 
wants  for  the  rich  or  new  inanities  like  adver¬ 
tising  and  plant  duplication,  than  to  the  real¬ 
ization  of  the  good  life  for  all.  To  tackle  the 
problem  of  human  welfare  by  improving  the 
mechanism  of  production,  i.  e.,  its  efficiency,  to 
assume  that  the  removal  of  inefficiency  is  the 
alpha  and  omega  of  industrial  advance,  is,  at 
this  stage  of  industrial  development,  to  begin 
at  the  wrong  end  of  the  problem.  The  me¬ 
chanism  of  distribution  must  first  be  improved, 
a  result  to  which  a  shortening  of  the  working 
day  would  greatly  contribute,  or  efficient  pro¬ 
duction  will  never  be  of  benefit  to  the  people 
as  a  whole.  If  the  day  were  shortened  the 
many  industrial  wastes  already  mentioned 
would  automatically  disappear,  because  the 
framework  which  makes  them  possible  would 
be  removed. 

With  the  working  day  we  now  have,  and 
with  the  lag  for  new  “wants”  undermining 
Labor’s  bargaining  power  so  that  the  new 
production  must  cater  to  the  wants  of  the  rich 
who  exercise  the  “effective  demand”  for  the 
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new  products,  society  finds  itself  in  the  pa¬ 
thetic  dilemma  of  having  to  choose  between 
the  wasteful  production  of  necessities  on  the 
one  hand,  and  efficient  production  of  superflu¬ 
ities  on  the  other.  It  has  the  choice  of  ineffi¬ 
ciently  making  calfskin  shoes  or  efficiently 
making  satin  pumps,  the  choice  between  ineffi¬ 
ciency  and  artificial  activity. 


Chapter  Eight. 


The  Effect  of  a  Shorter  Day  on  the 
Worker's  Attitude  Toward  His  Job 
and  Employer. 

WITH  a  continuous  average  unemploy¬ 
ment  estimated  by  the  United  States 
Labor  Bureau  (Chapter  3  above),  to 
be  “about  10  per  cent,”  in  what  condition  do 
we  find  the  laborers’  frame  of  mind?  The 
laborer  soon  learns  that  “hard  times”  come 
with  disheartening  regularity  and  suddenness. 
“Within  a  few  months  in  1920-1921,  53%  of 
those  in  the  automobile  industry  lost  their  jobs : 
.  .  .  At  one  time  in  1921,  five  and  a  half 

millions  of  men  were  reported  to  be  out  of 
work”.1  Although  labor  usually  accepts 
such  conditions  with  remarkable  good  grace, 
the  conditions  have  a  crushing  effect  on  the 
worker’s  spirit.  “What  tales  of  tramping 
the  streets  looking  for  work,  or  rushing  hither 
and  thither  on  a  rumor  that  this  firm  or  that 
is  taking  on  men,  of  returning  night  after 
night  worn  out  and  discouraged  to  an  anxious 

1  Ross — “Civic  Sociology”,  Page  59. 
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family,  of  the  frantic  cutting  down  of  house¬ 
hold  expenses,  the  begging  of  credit  from 
butcher  and  grocer,  the  borrowing  of  small 
sums  from  one’s  cronies,  the  shattering  of 
hopeful  plans  for  the  children!  Here  are 
real  tragedies,  hundreds,  nay;  thousands  of 
them  a  year  in  our  larger  centers”.'  And  all 
because  we  do  not  retain  for  labor  its  bargain¬ 
ing  power  by  shortening  the  working  day 
when  machinery  comes  in,  but  the  advocate  in¬ 
stead  an  ever  greater  and  greater  efficiency  in 
order  that  labor  “be  relieved  for  other  produc¬ 
tive  work”. 

Still  worse  perhaps  is  the  constant  worry 
and  fear  of  losing  the  job  which  poisons  the 
lives  of  multitudes.  Keeping  the  supply  of 
labor  below  the  demand  for  it  would  certainly 
remedy  this — the  war  period  proved  that. 
Arrangements  such  as  unemployment  insur¬ 
ance,  lien  laws,  postal  savings  banks,  and 
union  organizations,  while  they  are  good  pal¬ 
liatives,  do  not  remedy  the  industrial  mechan¬ 
ism  sufficiently  to  wipe  out  the  fear  of  unem¬ 
ployment. 

With  jobs  always  at  a  premium,  the  unem¬ 
ployed  worker  grabs  at  any  vacancy  in  sight, 


5U.  of  W. — U.  E.  D.  Cor.  Study  Dept.  Pol.  Econ. 
Course  11,  Assignment  3,  Page  32. 
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and  all  workers  have  a  tendency  to  cling  to 
the  particular  jobs  which  they  hold,  regardless 
of  the  jobs’  suitability  to  their  capacities,  in¬ 
terests,  or  temperaments.  Weaklings  hang 
on  in  the  foundries,  ambitious  men  stay  in 
“blind  alley”  jobs,  home-loving  men  continue 
as  traveling  salesmen.  What  is  the  cost  of 
all  this  in  human  happiness?  “A  question¬ 
naire  sent  to  4,800  industrial  workers  in  Ger¬ 
many  recently  disclosed  the  following  re- 


suits”  r1 

Number 

of 

Workers 

Per  Cent 

Not  Interested 

Per  Cent 
Indifferent 
to  work 

Mining  __ 

2,000 

60 

17 

Textiles  _  _ 

1,000 

75 

14 

Metal  Working. 

_  1,800 

57 

17 

Perhaps  it  is  impossible  in  this  industrial  age 
to  find  work  which  appeals,  but  with  a  shorter 
day  and  a  “shortage”  of  labor,  we  would  have 
the  conditions  witnessed  during  the  war  years. 
Men  would  experiment  around  more;  on  their 
own  initiative  they  would  try  one  job  after 
another  until  they  found  what  they  liked  best 
— until  they  found  their  nitch  in  the  social  ma¬ 
chine.  And  they  could  place  themselves  bet¬ 
ter  than  could  any  employment  manager.  At 
best,  he  could  only  place  them  within  a  par- 


1  Stuart  Chase — “The  Tragedy  of  Waste”— Page  136. 
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ticular  industry,  while  the  workers  could  select 
from  among  various  industries.  A  man  tem¬ 
peramentally  unsuited  for  a  particular  job 
would  not  chain  himself  to  it  for  years  in  fear 
that,  should  he  drop  it,  he  might  not  find  an¬ 
other.  It  is  very  likely  that  much  of  the  labor 
turnover  during  the  war  was  due  to  the  more 
dynamic  search  for  less  unpleasant  work. 

A  labor  turnover  greater  than  our  present 
amount  might  result  from  a  labor  shortage, 
notwithstanding  the  fact  that  there  are  forces 
counteracting  this  possibility.  With  Labor 
always  in  demand,  the  workers  in  their  youth 
probably  would  sample  more  activities,  but 
they  would,  after  years  of  floundering,  have  a 
greater  tendency  to  stay  put.  Today  the  old 
workers  as  well  as  the  young  ones  move  when 
good  times  raise  wages,  and  do  not  hold  fast 
when  congenial  work  is  found. 

“Broadly  speaking,  turnover  studies  show 
that  for  every  10  men  on  the  payroll  at  the 
beginning  of  the  year,  10  new  men  are  fired 
(or  quit)  during  the  year  ...  or  a  turnover 
ratio  of  100%/  Even  though  this  turnover 
should  increase  with  the  increased  independ¬ 
ence  which  a  labor  shortage  would  bring,  some 


1  Stuart  Chas< 


“The  Tragedy  of  Waste”,  Page  132. 
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of  the  loss  in  productivity  would  be  partly,  if 
not  wholly,  compensated  for  by  the  greater 
productivity  of  men  who  have  found  the  kind 
of  work  which  best  satisfies  their  taste  and 
which  sets  free  the  artisan  within  them. 
“In  Barcelonia,  management  engineers  re¬ 
cently  carried  out  an  investigation  which 
showed  that  of  500  apprentices  only  47% 
chose  their  work  because  they  were  interested 
in  it  or  had  talent  for  doing  it.  The  other  53 
per  cent  had  just  drifted  in  .  .  .  The 

47  per  cent  group  proved,  under  analysis,  to 
be  by  far  the  more  competent”.2  But  even 
should  productivity  suffer,  would  not  the 
workers’  increased  satisfaction  with  his  work 
more  than  compensate  for  this?  Productivity 
is  not  the  best  criterion  for  all  social  arrange¬ 
ments. 

Shortening  the  day  to  such  a  degree  that  a 
labor  shortage  always  prevailed  would  make 
it  to  the  employers’  economic  interest  to  treat 
the  laborer  well.  The  employer  might  even 
find  it  profitable  to  employ  genial  rather  than 
“hard  boiled”  bosses.  Kind  treatment,  medi¬ 
cal  attention,  fair  promotion  weigh  more 


1  Ibid. — Page  163. 


Chapter  Eight 


155 


heavily  with  the  worker  when  his  wages  are 
high  than  when  they  are  low,  for  independence 
grows  with  income.  When  other  openings 
leave  a  way  of  escape,  human  dignity  asserts 
itself,  and  if  offended  stirs  the  men  to  leave. 
With  the  independence  which  a  labor  shortage 
would  bring,  the  worker  could  fight  back  the 
modern  tendency  of  the  larger  industrial  con¬ 
cerns  to  mold  his  views  and  opinions.  Work¬ 
ers  might  conceivably  strike,  not  for  higher 
wages — for  these  come  automatically  with  a 
labor  shortage — but  against  the  company 
“house  organ”  which  today  is  very  frequently 
used  as  an  instrument  of  industrial  control. 
This  booklet  is  usually  distributed  during 
working  hours  and  since  it  is  usually  read  dur¬ 
ing  working  hours,  is  read  from  cover  to  cover. 
It  is  very  powerful  in  forming  the  workers’ 
views  on  all  employer-employee  relationships. 
When  one  considers  that  about  all  that  the 
workers  contribute  to  the  periodical  is  a  few 
jokes  and  picnic  pictures  one  can  realize  how 
one-sided  are  its  views.  In  it  the  job-owner 
teaches  the  job-holder  the  economic  virtures — 
thrift,  honesty,  earnestness,  persistence,  and 
efficiency — that  he  be  faithful  to  the  job- 
owner,  even  though  that  involves  faithlessness 
to  his  own  ideals.  Fearlessness,  independ- 
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ence,  critical  mindedness  are  not  dwelt  upon, 
and  spunk  slowly  oozes  out  of  the  American 
worker.  If  not  afraid  of  unemployment, 
workers  would  be  more  lapt  to  oppbse  the 
views  which  are  very  effectively  injected  into 
their  midst. 

With  a  labor  “shortage”,  the  approach  to 
the  problem  of  increasing  the  workers’  effi¬ 
ciency  will  shift  more  and  more  from  a  non¬ 
human  engineering  view,  to  a  more  humani¬ 
tarian  view — to  a  greater  consideration  of  hu¬ 
man  spirit,  pride,  interest  and  good  will.  The 
employer  who  usually  has  the  choice  of  two 
ways  of  making  profit — cutting  wages  or  in¬ 
creasing  productivity — by  exploitation  or  by 
efficiency,  will  have  to  choose  the  latter.  He 
will  be  forced  to  resort  to  better  machines 
rather  than  to  low  wages  or  long  hours.  The 
war  years  showed  us  how  exploitation  dies  a 
ready  death  when  industrial  conditions  permit 
the  laborer  to  find  other  jobs  with  ease. 

The  worker  would  also  be  more  apt  to  ex¬ 
ercise  his  craftsmanship  if  he  no  longer  felt 
that  his  livelihood  depended  upon  his  reten¬ 
tion  of  a  particular  job.  He  would  be  inde¬ 
pendent  enough  to  spend  a  few  minutes 
more  now  and  then  on  some  little  job  in  order 
to  obtain,  what  is  to  him,  an  artistic  effect  be- 
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cause  certain  feelings  within  him  tell  him  they 
are  warranted.  Laborers  might,  under  the 
changed  conditions,  develop  a  new  attitude 
toward  work  and  toward  their  working  be¬ 
havior.  Should  they  witness  a  social  policy 
which  periodically  shortens  the  day  as  effi¬ 
ciency  increases  it  would  be  very  natural  for 
them  to  vigorously  protest  against  the  men 
who  loaf  on  the  job. 

Perhaps  the  most  desirable  result  likely  to 
flow  out  of  a  labor  shortage  resulting  from  a 
shorter  day  would  be  the  opportunity  of  tech¬ 
nicians  to  organize  themselves — to  profession- 
ize  their  occupations — and  to  take  over  the 
management  of  industry.  The  engineers  of 
today  do,  as  a  rule,  have  fairly  strong  instincts 
of  workmanship  and  would  like  to  regard  their 
work  as  a  profession.  Consequently  it  hurts 
the  feelings  of  most  of  them  to  have  their  effi¬ 
ciency  and  capacities  curtailed  by  their  em¬ 
ployers,  who,  in  the  interests  of  profit,  shut 
down  now  and  then,  runs  only  “on  one  side”, 
or  “one  shift”,  and  force  the  technicians  to  de¬ 
crease  the  production  of  those  very  goods 
which  people  need  in  order  to  live.  No  ac¬ 
tivity  can  become  a  profession  until  the  men 
in  that  activity  can  subordinate  the  motive  of 
gain  to  the  motive  of  service.  When,  as  Prof. 
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Ross  says:* 1  “In  the  production  of  any  serv¬ 
ice,  capital  hires  labor  instead  of  the  laborer 
hiring  capital,  we  shall  have  business  rather 
than  a  profession.”  Engineering  today  is 
not  then  a  profession  because  its  efforts 
toward  serving  the  needs  of  society  are  con¬ 
trolled  in  the  interests  of  profit.  The  engi¬ 
neers  are  widely  scattered;  they  are  today 
largely  educated  by  the  state  and  there  are 
many  of  them;  in  hard  times  when  little  de¬ 
velopment  work  is  engaged  in,  they  are  always 
the  first  ones  to  be  discharged.  All  of  which 
has  prevented  them  from  raising  themselves 
out  of  the  class  of  high  class  labor.  Should 
the  engineers,  however,  once  find  themselves 
in  great  demand,  they  could,  because  of  their 
strategic  position  in  industry  bargain  to  them¬ 
selves,  and  away  from  the  financiers,  the  con¬ 
trol  of  industry.1  Should  this  take  place,  the 
engineers  could, — inasmuch  as  they  could 
work  for  state  salaries,  not  for  profit,  and  con¬ 
sequently  would  not  be  interested  in  limiting 
production,  usher  in  the  functional  society 
of  which  Stuart  Chase  and  Veblen  dream. 

1  E.  S.  Ross — “Principles  of  Sociology” — Page  482. 

lThorsten  Veblen  discusses  the  present  relation  of  the 
engineer  to  industry  and  his  potential  power  in  bargain¬ 
ing,  in  his  “The  Engineers  and  the  Price  System”.  See 
especially  Chapter  VI. 
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We  are  already  today  witnessing  the  profes¬ 
sionalized  medical  men  introducing  or  running 
State  hospitals,  stations,  and  clinics,  at  which 
not  only  the  paupers,  but  even  the  ordinary 
citizen  may  go  for  medical  treatment.  The 
doctors,  because  they  work  for  salaries  and 
not  for  profit,  do  not  stop  their  healing  at  a 
certain  point,  but  conscientiously  attend  to  all 
patients.  The  State  highway  engineers  also 
expend  their  efforts  with  salaries  and  not  prof¬ 
its  as  the  inducement  to  their  activity.  Other 
groups,  if  given  an  economic  freedom,  which 
would  permit  them  to  organize,  might  con¬ 
ceivably  offer  to  furnish  electricity,  water,  gas, 
or  transportation  in  return  for  salaries  instead 
of  in  return  for  profit. 
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The  Relation  of  Long  Working  Hours 
to  our  Materialistic  Standards. 

THE  economic  forces  which  anoint  our 
business  men  as  the  high  priests  of  our 
religion  have  already  been  pointed  out. 
It  has  been  shown  how,  although  these  men  do 
not  consciously  seek  this  role,  the  swirl  of  eco¬ 
nomic  forces  tosses  them  into  the  pulpit. 
Here  they  were,  producing  necessities  during 
the  whole  working  day,  when  suddenly  ma¬ 
chinery  reduced  the  time  needed  for  this  activ¬ 
ity,  and  forced  them  to  make  new  articles  in 
the  long  hours  that  are  worked;  for  when 
hours  are  not  shortened  new  wants  must  be  in¬ 
troduced.  It  has  been  explained  how  the  con¬ 
tinuous  lag  of  the  demand  for  labor  on  the 
supply  of  it,  due  to  the  need  of  creating  a  de¬ 
mand  for  the  new  goods  which  must  be  made 
before  Labor  can  be  employed  in  producing 
them,  affects  distribution  in  such  a  way  that 
the  new  wants,  which  business  men  must  make, 
are  on  the  whole  luxuries  for  the  well-to-do, 
instead  of  comforts  for  the  poor.  It  was  also 
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explained  how  the  business  men  must  first  in¬ 
ject  materialistic  standards  of  wealth  con¬ 
sumption  in  order  to  bait  the  rich  to  buy  the 
many  new  and  expensive  articles  which  must 
be  made.  With  selfishness  as  their  motive  the 
business  men  are  thus  forced  to  become  both 
the  creators  and  satisfiers  of  all  but  our  spon¬ 
taneous  wants,  and  they  are  forced  to  devise 
these  wants  for  the  money  of  the  upper  in¬ 
come  groups. 

But,  one  asks,  how  can  this  be  entirely  true? 
Do  not  the  manufacturers  make  luxuries  and 
tinsel  for  the  poor  as  well?  Do  not  the  poor 
wear  imitation  silk,  white  collars,  and  cheap 
jewelry?  How  does  this  come  about? 
Tarde’s  and  Nitti’s  writings  on  convention 
imitation  explain  this  anomaly,  that  people 
without  sufficient  food  are  willing  to  buy  lux¬ 
uries.  But  they  only  partially  explain  the 
spread  of  the  desire  for  luxuries,  not  the  in¬ 
jection  of  the  desire  itself.  The  whole  pro¬ 
cess  is  much  like  this :  The  producers  first  in¬ 
troduce  a  new  luxury  for  the  rich,  but  the  pro¬ 
ducers  soon  discover  that  the  commercial 
standards,  which  their  advertising  has  injected 
into  the  public  body,  also  drives  the  poor  to 
seek  a  ranking  on  the  basis  of  conspicuous  con¬ 
sumption— that  the  poor  seek  this  so  intensely 
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that  they  are  even  willing  to  suffer  privation 
to  effect  this  end.1  Nitti  states  2  that  when  the 
upper  classes  abandon  themselves  to  luxury 
(which  abandonment  it  must  be  remembered 
is  due  primarily  to  economic  forces,  and  very 
little  due  to  choice)  the  working  classes  are 
forced,  by  the  laws  of  imitation,  to  follow 
suite,  a  fact  which  results  in  considerable  use¬ 
less  production.  Economics  explains  the 
stimulus,  psychology  the  reaction.  When  in 
a  predicament  as  was  just  explained,  would  it 
not  be  advisable  for  the  working  classes  to 
shorten  the  day  and  thus  reduce  the  products 
which  they  are  forced  to  imitate?  In  this  way 
they  woidd  be  able  to  shield  themselves  from 
competing  with  the  rich  in  outgo,  just  as  their 
setting  up  of  immigration  barriers  enabled 
them  to  shield  themselves  from  competing 
with  the  low  standard  immigrant  in  income. 
Most  of  the  superfluities  would  not  exist  to  be 
purchased,  nor  would  the  economic  motive  re¬ 
main  for  manufacturers  to  make  new  wants 
and  to  coerce  people  into  wanting  them. 

Convention  imitation  helps  to  explain  the 

1  Nitti — “Population  and  the  Social  System”,  Pp.  99-112 
states  that  studies  show  that  people  value  luxuries  so 
highly  that  they  curtail  their  food  consumption  when 
prices  rise  rather  than  curtail  their  luxuries. 

2  Nitti — Ibid. — Pages  99-122. 
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spread  of  the  demand  for  any  new  want,  but 
it  does  not  explain  why  the  new  want  came  in¬ 
to  being.  It  is  the  manufacturers  who,  seek¬ 
ing  an  outlet  for  their  production,  deliberately 
inject  into  the  public  body  the  disease  of 
wanting  a  new  good.  (The  new  want  is  al¬ 
most  certainly  a  luxury  because  it  is  baited  to 
catch  the  excess  income  of  the  richer  groups). 
The  manufacturers  inject  the  desire  for  the 
new  luxury  into  the  fatter  parts  of  the  public 
body,  because  this  part  more  readily  absorbs 
it,  but  convention  imitation  spreads  it  to  the 
leaner  parts  as  well,  with  the  result  that  the 
whole  body  suffers.  Much  of  the  wages  or 
food  which  the  poorer  parts  need  for  a  proper 
sustenance  are  used  in  fighting  the  disease,  and 
malnutrition  results.  The  manufacturers 
have  noticed  how  quickly  imitation  spreads  the 
disease — they  have  noticed  how  Man’s  weak 
spot  is  his  ready  and  almost  helpless  imitation 
of  the  richer  man’s  standard  of  living,  and  they 
consequently  consciously  stimulate  it.  Ad¬ 
vertising  is  the  heart  stimulating  strychnine 
which  they  administer. 

By  thus  designating  the  wants  for  both  the 
rich  and  the  poor,  the  manufacturer  becomes 
the  director  of  most  all  human  effort  and  aspi¬ 
ration.  By  being  placed  in  a  position  where 
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he  must  produce  a  new  want  every  time  a  bet¬ 
ter  tool  is  invented,  the  manufacturer  natur¬ 
ally  makes  that  want  a  physical  commodity. 
And  by  being  in  a  position  where  he  is  forced 
to  present  these  goods  to  the  consumer  after 
the  consumer's  organic  wants  have  on  the 
whole  been  satisfied,  or  as  satisfied  as  they  can 
be  under  a  system  which  stops  production  at 
the  point  of  profitableness,  the  manufacturer 
must  convince  the  purchaser  that  consuming 
more  physical  goods  is  spiritual  expression. 
Advertising  campaigns  are  his  sermons,  “Con¬ 
sume  More”  is  his  text.  He  is  forced  to  in¬ 
ject  materialistic  standards  to  dispose  of  those 
products  which  the  long  day  compels  him  to 
make.  We  should  not  blame  him  because  he 
has  no  alternative;  it  is  his  only  way  out  of  a 
predicament  in  which  our  retention  of  a  long 
working  day  has  placed  him. 

His  technique  of  influencing  human  be¬ 
havior  has  come  to  be  an  art  of  the  highest  re- 
finement.  Advertising  agencies,  with  high 
salaried  staffs,  work  with  scientific  zeal  on  the 
best  presentation  of  some  all-important  mes¬ 
sage  like  “The  Rouge  He  Will  Never  De¬ 
tect.”,  or  “Get  Thin  to  Music”.  Six  hundred 
thousand  men1  chant  standard  forming  state- 


1  Stuart  Chase — “The  Tragedy  of  Waste” — Page  109. 
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ments  in  our  ears.  As  we  read  the  papers  and 
magazines  our  eyes  must  run  the  gauntlet  of 
their  impositions;  on  the  highways  billboards 
pester  us;  on  the  streets  flashing  signs  arrest 
us;  in  the  street  cars  posters  force  us  to  read; 
in  the  mail  advertising  literature  comes  to  dis¬ 
turb  us,  until  we  suddenly  discover  that  with¬ 
out  conscious  thought  we  have  been  hypno¬ 
tized  into  believing  that  clothes  do  make  the 
man,  or  that  driving  a  Cadillac  instead  of  a 
Ford  confers  social  distinction.  The  most 
oilv-tongued  men  that  we  have  devise  the  little 
phrases  which  mold  our  thoughts.  Men  who 
in  other  countries  take  up  literary  careers,  in 
this  country  go  into  advertising.  It  is,  how¬ 
ever,  under  our  long  working  day,  fallacious 
to  assume  that  advertising  is  as  useless  as  the 
beating  of  drums — that  we  could  as  well 
substitute  six  hundred  thousand  opera  singers 
to  sing  for  us  as  to  have  six  hundred  thousand 
hypocrites  ballyhoo  at  us.  For  when  the  day 
is  not  shortened  these  men  are  needed  to  create 
among  the  richer  people,  who  exercise  the 
effective  demand,  the  demand  for  the  new 
wants  which  must  be  introduced  when  machin¬ 
ery  displaces  labor  from  the  old  occupations. 
If  superfluities  had  not  been  injected  we 
would  today,  under  our  long  working  day. 
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have  an  “over-supply”  of  labor  which  would 
most  certainly  insure  starvation  wages  for 
most  of  the  workers.  To  believe  that  necessi¬ 
ties  would  be  produced  were  superfluities  not 
produced,  is  to  overlook  the  fact  that  the  in¬ 
troduction  of  machinery,  under  circumstances 
which  necessitates  the  creation  of  a  demand 
before  labor  can  be  employed  in  satisfying  it, 
shifts  the  major  part  of  the  effective  demand 
into  the  possession  of  the  upper  income  groups. 
If  the  day  is  not  shortened  one  should  preach 
extravagance  rather  than  thrift  to  our  richer 
people.  Thrift  on  their  part  would  only 
make  distribution  worse. 

“Roughly  the  advertiser  operates  his  forc¬ 
ing  methods  through  capitalizing  the  follow¬ 
ing  human  frailties;  shame,  cupidity,  fear, 
vanity,  curiosity,  particularly  sexual,  supersti¬ 
tion,  and  mother  love.  An  analysis  of  the  45 
advertisements  in  a  New  York  elevated  car  on 
October,  1923,  the  116  advertisements  in 
Hearst’s  International  magazine  for  Novem¬ 
ber,  1923,  and  the  82  advertisements  in  the 
Smart  Set  Magazine  for  November,  1923, 
give  this  result:”  1 


1  Stuart  Chase— “The  Tragedy  of  Waste”— Page  109. 
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Analysis  by  Product 

Total 


Correspondence  Courses,  Books _  44 

Beauty  and  Cosmetics _  43 

Jewelry _  28 

Automobiles  and  Novelties _  21 

Patent  Medicine  and  Lost  Vigor _  19 

Music,  Movies  etc -  16 

Food  _  12 

Clothing  _  12 

“Earn  More  Money” _  11 

Investments  _  7 

Laxatives  _  6 

Shelter  _  2 

Tobacco  _  6 

Gum  _  2 

Miscellaneous  _  15 


244 

Analysis  by  Appeal 

Total 


Appeal  to  vanity -  39 

Appeal  to  shame  -  22 

Appeal  to  sex  curiosity -  17 

Appeal  to  cupidity -  17 

Appeal  to  fear -  3 

Palpably  false - -  44 

Harmful  products  (not  including  tobacco) -  28 


175 

Of  the  244  advertisements,  233  had  to  do  with 
competitive  products,  while  5  announced  a 
genuinely  new  product,  and  6  carried  genuine 
news  value.  It  can  not  be  maintained  that 
this  analysis  passes  in  any  final  way  upon  the 
advertising  reviewed.  It  is  merely  one  in¬ 
vestigator’s  reaction”.1 

What  is  the  effect  on  national  character  of 

1  Stuart  Chase — “The  Tragedy  of  Waste” — Page  118- 
119. 
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this  constant  injection  of  appeals,  appeals 
which  the  manufacturer  must  necessarily  make 
when  the  long  day  forces  him  to  create  new 
wants. 

For  one  thing,  it  has  caused  us  to  emotion¬ 
alize  our  buying,  to  no  longer  appeal  to  the 
great  mass  of  our  people  through  their  intel¬ 
lects.  Sales  arguments  like  “A  car  of  distinc¬ 
tion”,  “Milady  Wears  .  .  .”,  “Keep  that 
school-girl  complexion”,  carry  no  proof  of 
quality.  Goods  are  not  sought  because  of 
their  proven  merit  but  because  emotions  have 
been  played  upon  to  entertain  prejudices 
and  preferences.  We  pay  fifty  cents  for  a 
tube  of  tooth  paste  with  the  same  feeling  of  in¬ 
calculableness  concerning  the  value  and  qual¬ 
ity  of  our  return  as  we  have  when  we  drop 
money  into  the  collection  plate. 

Moreover  bargainers  in  their  drive  for  trade 
have  come  to  capitalize  impressions  as  well  as 
skill  and  merit.  The  bond  salesman  wears  his 
diamond  ring,  the  hairdresser  devises  an  ex¬ 
pensive  sounding  name  for  her  shoppe,  the 
lawyer  locates  on  Fifth  Avenue,  the  doctor  in¬ 
stalls  expensive  furniture  in  his  waiting  room. 
Emotional  impressions  guide  us  most  every¬ 
where.  But  it  is  to  be  wondered  at  with  our 
advertisers  singing  to  us  like  this: 
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“Other  than  this  the  impression  is  inade¬ 
quate,  that  glimpse  beheld  of  this  Fashion 
Salon,  this  inimitable  Third  Floor  of  Gold¬ 
steins”. 

“What  but  the  Rainbow  with  its  inexpres¬ 
sible  sunburst  of  color  could  be  the  source 
the  inspiration  from  which  Fashion  has  mod¬ 
eled  these  veritable  Exquisities — these  beauti¬ 
ful  new  Frocks  and  Suits  and  Coats,  these 
Skirts  and  Capes — these  Blouses  and  Hats  for 
Milady’s  luxury?” 

“Truly  the  Genii  of  Fashionrv  are  leading 
us  into  glory  Fields  of  Beauty  never  before 
attained  ...” 1 

Where  does  reason  and  judgment  enter? 

People  are  also  driven  and  stampeded  by 
advertising  to  desire  more  than  they  can  afford 
to  buy,  and  lawlessness  is  stimulated.  Shoe  re¬ 
tailers  in  convention  at  Atlantic  City,  Feb¬ 
ruary,  1925,  announce:  “We  hope  to  make 
the  man  who  wears  winter  boots  after  May  15 
as  uncomfortable  as  he  who  wears  a  straw  hat 
after  September  15.”  “The  American  Surety 
Company  has  recently  made  an  analy¬ 
sis  to  determine  the  chief  causes  for  moral 
lapses  on  the  part  of  defaulting  employees 

i  Upton  Sinclair— “The  Brass  Check”— Page  297. 
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.  .  .  B.  J.  McGinnis,  manager  of  the  Claim 
Department”  came  to  the  following  conclu¬ 
sion.  “It  is  not  always  the  joyrider  who  steals 
either — it  is  often  the  young  married  man 
whose  wife  insists  upon  having  a  car  in  addi¬ 
tion  to  a  fur  coat,  platinum  jewelry,  and  all 
the  luxuries  of  modern  life”.1  Everybody  is 
driven  to  keep  up  with  the  Joneses  and  some 
must  steal  to  do  it.  “The  very  men  who 
preach  thrift  spend  thousands  of  dollars  in 
advertising  trying  to  make  poor  men  miser¬ 
able  if  they  do  not  buy  things  they  can  not 
afford”."  And  these  preachers  wTill  not  cease 
their  efforts  until  we  remedy  the  economic  sit¬ 
uation  which  forces  them  to  create  and  spread 
a  desire  for  new  wants.  When  these  preach¬ 
ers  keep  fanning  the  will  to  possess,  lawless 
standards  like  “It’s  all  right  if  you  can  get 
away  with  it”,  continue  to  grow.  Some  peo¬ 
ple,  driven  to  a  desperate  want  for  goods,  re¬ 
sort  to  gambling,  land  and  stock  speculation. 
Lawlessness  and  the  cult  of  something  for 
nothing  grows.  Others  turn  to  robbery,  pros¬ 
titution,  or  shady  dealing.  It  is  very  easy  for 
this  desire  for  new  wants  to  reach  a  danger 
point ;  for  if  there  are  new  wants  that  drive  as 

^  Nati°n— Editorial,  May  19,  1926— Page  545. 
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hard  as  hunger  does,  there  is  going  to  be  an 
increased  number  of  violations  of  the  law. 

What  is  more,  this  “high-pressure”  sales¬ 
manship  is  making  of  us  a  nation  of  “rational¬ 
izers.”  Rationalization,  as  James  Harvey 
Robinson  speaks  of  it  in  the  “Mind  in  the 
Making”,  is  what  takes  place  in  discussion 
when  one  gives  “good”  reasons,  not  real  rea¬ 
sons,  for  one’s  point  of  view.  Our  six  hun¬ 
dred  thousand  advertisers  have  the  salesman’s 
approach.  It  is  essentially  one  of  intellectual 
dishonesty.  The  salesman  on  entering  into 
an  argument  or  discussion  with  a  likely  cus¬ 
tomer,  knows  at  the  beginning  how  he  wants 
it  to  end.  His  arguments,  substantiating  his 
views,  are  “good”  reasons — they  sound  plaus¬ 
ible — they  are  not  real  reasons;  they  are  not 
unprejudiced  views  thrown  into  the  discussion 
for  the  purpose  of  extracting  the  best  solution 
to  the  problem,  but  merely  presented  for  the 
purpose  of  extracting  his  own  solution.  It  is 
a  form  of  self-delusion.  The  salesman  can 
not  discern  the  real  differences  in  quality  of 
our  common  products  and  he  must  therefore, 
resort  to  this  approach.  There  are  so  many 
salesmen,  clerks,  and  distributors  who  talk  to 
us  in  this  way  that  we  have  come  to  reply  to 
them  in  the  same  strain.  When  haggled  by 
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the  clerk,  people  are  less  apt  to  give  bluntly 
and  honestly  the  reasons  for  their  decisions,  as 
one  can  imagine  an  honest  old  New  Eng¬ 
lander  would  have  done,  than  to  rationalize 
back  an  evasive  answer.  Tossed  back  and 
forth  between  sales  attack  and  sales  defense 
our  people  change  from  being  candid  to  be¬ 
ing  “tactful”  and  evasive.  It  is  doubtful  if 
this  country  has  ever  contained  as  many 
“smooth”  people  as  it  does  today. 

On  the  whole  commercial  standards  come  to 
dominate  society.  Commercial  standards  are 
daily  drummed  into  our  ears  as  frantic  manu¬ 
facturers  seek  to  use  up  the  ever  widening  gap 
between  the  amount  of  energy  which  must  be 
expended  in  making  spontaneously  desired 
goods  and  that  amount  which  a  long  working 
day  makes  available.  Although  the  manufac¬ 
turers  aim  particularly  to  shoot  commercial 
standards  at  the  groups  with  excess  purchas¬ 
ing  power,  they  hit  us  all.  When  1,500,000  1 
tons  of  the  2,600,000  tons  of  newsprint  pulp 
consumed  annually  goes  into  advertising  we 
can  readily  understand  how  business  stand¬ 
ards  come  to  be  American  standards. 
“Clothes  make  the  man”,  “He  is  rich-success- 


1  Stuart  Chase — “The  Tragedy  of  Waste” — Page  111. 
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ful”;  these  are  some  of  the  wealth  standards 
which  come  to  dominate  society.  Money 
comes  to  be  the  standard  by  which  all  the 
values  of  life  are  measured.  As  W.  E.  Wood¬ 
ward  puts  it:2  “.  .  .a  man’s  inner  worth 

is  measured  by  his  financial  success.  This  is  a 
facile  and  convenient  rule  for  determining 
human  values.  It  is  a  sort  of  universal  metric 
system  of  character  which  does  away  entirely 
with  the  crude  methods  of  moralists  and  his¬ 
torians,  who  have  wasted  valuable  time  for 
centuries  in  trying  to  appraise  people’s  char¬ 
acter  by  peering  into  their  spiritual  insides”. 
Social  position  comes  to  be  determined  mainly 
by  one’s  rate  of  consumption.  Some  wives 
become,  in  fact,  as  Veblen  points  out,  mere 
walking  signboards  of  their  husband  s  pros¬ 
perity. 

Man  as  a  being  strives  for  both  wealth  and 
for  prestige,  but  more  and  more  he  is  being 
forced  to  believe  that  to  obtain  wealth  is  auto¬ 
matically  to  obtain  prestige.  Of  course  the 
rich,  as  a  class,  are  personally  interested  in  se¬ 
curing  a  standard  by  which  all  men  are  rated 
according  to  possessions — all  groups  naturally 
favor  that  basis  or  standard  by  which  they 


2  W.  E.  Woodward — “Lottery”. 
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rise  to  the  top — but  it  is  not  the  rich  in  this  case 
who  are  primarily  responsible  for  our  pres¬ 
ent  wealth  criterion.  They  foster  this  view  it 
is  true, — in  all  ages  they  have  done  this — but 
it  is  the  manufacturer,  the  salesman,  the  dis¬ 
tributor,  seeking  an  outlet  for  his  products, 
who  is  today  the  main  disseminator  of  the 
wealth  criterion.  Poor  salesgirls,  with  no 
other  talking  points,  describe  the  dresses  that 
they  sell  as  being  “fashionable”;  poor  clerks 
stress  the  fact  that  an  article  is  “imported”  or 
“being  worn”.  Under  a  long  day,  the  poor 
as  well  as  the  rich  have  a  powerful  economic 
interest  in  fostering  wealth  standards  because 
such  stantards  accelerate  production  and  turn¬ 
over — in  effect,  produce  more  work.  An  ad¬ 
vertising  man,  perhaps  barely  earning  a  liv¬ 
ing,  writes  advertisements  like  this :  “  .  .  . 

and  these  men  also  know  that  no  matter  what 
the  recreation  is,  clothes  play  an  import¬ 
ant  part.  There’s  a  tremendous  satisfaction 
in  knowing  that  your  attire  is  correct.”1 

The  constant  need  of  stimulating  sales  and 
turnover  makes  the  “administrator”,  the  ex¬ 
ecutive,  the  most  sought  after  man  in  indus¬ 
try.  In  the  public  estimation  the  worth  of 

1  Advertisement  in  the  “Chicago  Tribune” — August  21, 
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the  executive  is  so  great  that  he  outranks  all 
the  other  types,  even  in  those  activities  like  the 
church  and  the  school  where  the  administra¬ 
tors’  services  are  very  secondary.  As  a  result 
we  have  entrenched  in  the  control  of  these  or¬ 
ganizations,  particularly  the  schools,  leaden 
unimaginative  men  who  stress  the  mechanics 
of  education  rather  than  its  ends. 

The  writer  sold  school  text  books  to  the 
schoolmen  of  this  and  neighboring  states  for 
over  a  year  and  was  struck  by  the  large  num¬ 
ber  of  dull  and  stupid  men  in  positions  of  re¬ 
sponsibility  as  principals  and  superintendents. 
He  finally  noticed  how  the  worship  of  the 
“administrator”  caused  a  dvsgenic  selection 
of  talent.  To  illustrate:  Suppose  a  bright 
man  and  a  dull  man  finish  college  together  and 
decide  to  go  into  educational  work.  The 
bright  one  will  get  the  better  job  at  the  start. 
He  may  get  a  $1,700  job  in  a  big  city  teaching 
History  or  Chemistry  or  Mathematics;  the 
dull  one  lands  a  job  as  Principal  of  a  small 
school  in  Podunk  for  $1,400.  Let  us  sup¬ 
pose  that  in  the  following  year  there  is  an 
opening  for  a  principal  in  another  little  place 
for  $1,600.  The  bright  pedagogue  does  not 
even  bid  for  it,  while  the  dull  one  gets  it — for 
he  has  had  one  year  of  “administrative  experi- 
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ence”.  Let  us  suppose  that  after  the  second 
year  there  is  a  $2,000  vacancy  for  a  principal 
in  a  little  larger  town.  Now  both  men  apply 
for  it.  But  the  brighter  man  hasn’t  a  chance 
— his  dull  competitor  has  had  two  years  of 
“administrative  experience”.  From  this 
point  on,  the  dullard  has  the  right  of  way,  edu¬ 
cational  interest  centers  on  the  technique  of 
reading,  writing,  and  arithmetic;  and  educa¬ 
tional  method  consists  of  an  unimaginative 
tunneling  of  cut  and  dried  conclusions  into 
children’s  minds.  This  is  a  blight  which  busi¬ 
ness  standards  have  imposed  on  American 
education. 

A  shortening  of  the  day,  in  addition  to  re¬ 
moving  the  economic  motive  to  inject  the 
above  standards,  would  at  the  same  time 
weaken  the  economic  interest  in  spreading  that 
most  deadening  of  all  standards,  conformity 
of  dress,  thought,  and  behavior.  Manufac¬ 
turers,  desperate  in  their  efforts  to  secure  “de¬ 
mands”  for  their  products,  din  into  the  ears  of 
helpless  Man  orders  on  what  goods  to  con¬ 
sume.  And  Man  goosesteps  to  the  tune.  It 
is  almost  pathetic  to  witness  the  punctilious¬ 
ness  with  which  he  dons  and  doffs  his  straw 
hat  on  the  “right”  days  in  conformity  with  the 
dictates  of  the  salesman.  The  flapper  with 
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her  powder  case,  and  the  shiek  with  his  bell- 
bottomed  pants,  are  Mid- Victorian  in  their 
conformity.  The  tone  of  the  age  has  changed 
but  the  conformity  is  there  just  the  same.  An 
economically  imposed  conformity  has  sup¬ 
planted  a  religiously  imposed  one. 

Spiritual  exhaustion  follows  spiritual  sup¬ 
pression.  After  one  keeps  up  the  styles  for  a 
while,  changes  one’s  collars  as  the  Arrow  bill¬ 
boards  dictate,  changes  from  satin  pumps  to 
sporting  shoes  to  Russian  boots,  from  evening 
gowns  to  fur  coats,  from  straight  cuffs  to  bell 
cuffs,  from  signet  rings  to  diamond  ring*s, 
from  bow  tie  to  lace  tie,  to  knitted  tie,  to  four- 
in-hand,  after  hitting  the  pace  for  a  season, 
one  takes  a  momentary  rest  and  reflects  “Am 
I  any  more  of  the  man  for  the  effort?”  One 
longs  for  the  woods  and  the  breaking  of  all  re¬ 
straints. 

Conformity  of  dress  leads  to  conformity  of 
thought  and  behavior.  As  Man  sees  the  fu¬ 
tility  of  counteracting  conformity  of  dress 
with  the  logic  of  his  mind,  he  tends  to  despair 
of  opposing  all  ideas  that  are  dominant.  The 
man  with  the  strong  will  may  conform  in  dress 
in  order  to  more  easily  disagree  in  his  views, 
hut  those  who  utilize  this  strategy  are  very  few 
in  number.  The  man,  who  is  bossed  by  the 
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billboards,  usually  twiddles  his  thumbs  when 
individual  liberties  are  taken  away.  With 
conformity  of  thought — “without  the  free  play 
of  judgment  and  unfettered  criticism  stand¬ 
ards  will  accumulate  and  choke  the  channel  of 
life”  .  .  .  “New  needed  taboos  will  be 

added  to  old  useless  taboos,  until  one  is  penned 
in  a  thorn  hedge  of  Don’ts”.1  Institutional 
arrangements,  suited  for  an  older  age,  remain 
unaltered  and  serve  as  sand  in  the  bearings  of 
a  newer  one. 


1  Ross,  E.  A. — “Principles  of  Economics” — Page  571. 


